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IN COMING ISSUES 


Wanted—An Organization of Investors! 


E ARE not infrequently treated with the spectacle 
' of a corporation management owning but a small 
fraction of the common stock of the enterprise which they 
head, yet because of the lack of leadership of the remainder 
of the stockholders, the latter have little voice in the affairs 
of their company. At first sight, an organization of 
investors would appear to meet the needs of the small 
stockholder. Is such a plan feasible, however; and if so, 
what sort of form should it take? A discussion of this 
important question will appear soon. 


What About the Oils? 


IL company securities have recently been holding up 

marketwise relatively better than other sections of 
the list, and last week’s Supreme Court decision upholding 
proration laws adds a very favorable factor to this situa- 
tion. There still exist numerous points of weakness, 
however, which may or may not offset the encouraging 
aspects of the case. The situation continues to be very 
confused, but painstaking analysis results in a number of 
definite conclusions concerning prospects for the remainder 
of the year. Those conclusions will be clearly set forth in 
a study of the industry and its many ramifications which 
is now in process of preparation. 


Puts and Calls 


SED as media of speculation for many years, puts 

and calls are still cloaked in mystery to numerous 
investors. Recent developments suggest that this form 
of trading is to come in for more prominence in the not far 
distant future, and those who are at all interested in buying 
and selling stocks should not miss the discussion which 
will appear in an early issue setting forth the mechanics 
and other important details of this type of speculation. 
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Operating subsidiaries of the 
Associated Gas and Electric 


Company serve half the area 

of New York State, one- 

third of Pennsylvania, one- 
quarter of New Jersey. 
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Rasa Gas and Electric prop- 
erties are grouped for purposes of efficient 
operation. The largest groupings are in 
New York, Pennsylvania, and New Jersey, 
where the proximity of properties to one 
another results in unusual opportunities to 
effect economies. Associated operating 
companies in other states are also grouped 
for efficient management. To these advan- 
tages there is added the factor of stability 
of revenues from service to many indus- 
tries in varied geographical areas. 

The financial relations between the 
Associated Company and its subsidiaries 
are evidence of long-term management 
policies. No Associated property of any 


IN size or significance has been sold 


in recent years. The Associated 

Company owns practically all the 
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common and a majority of the preferred de 
stocks of its subsidiaries. This leaves no fo 
important factors to interfere with efficient dt 
operation, and provides a strong central 
holding of the operating properties. - 


1,181,925 Customers 


Organized in 1906, the Associated Com- 
pany is one of the five oldest utility group 
companies in the United States. Service has 
grown from 8,000 customers when the 
Company was organized to 1,181,925 at 
the beginning of 1932. Many of the oper- 
ating companies composing this group 
were established at the beginnings of the 
electric and gas industries. Six of the gas 
companies average 80 years in public ser- 
vice; six of the electric companies, 48 years. 
Seasoned by time, these companies have 
established their ability to operate success- 
fully, 


For information about facilities, service, 
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Electric Company 
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The Financial World was established to diffuse the truth about investments, bas con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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a bulge in wheat prices and another dip in copper, 
which brought the latter to the all time low level of 
538 cents a pound. Commodity price indexes continue 
to sag, but the rate of decline is quite moderate in com- 
parison with movements several months ago, and indi- 
cations are that little in the way of further declines yet 
remains to be experienced. An early reversal of trend 
would have a very favorable psychological influence, but 
history shows that business activity can turn up months 
in advance of commodities. 


markets last week were marked by 


URRENT trade figures are eloquent indications of 
the present unsatisfactory pace of industrial activity, 
despite the fact that a number of lines are now moving 
contrary to seasonal expectations. Steel mill operations, 
for instance, should normally be settling into summer 
dullness, but four out of the past five weeks have shown 


MAY 25, 1932 


The Trend of Things 


Inconsequential changes in the business situation — Dullness has characterized 

recent sagging markets — Money rates continue easy, further deductions may 

be seen — Gains in steel production, automobile output and new building — 

Largely offset by declines in electric power production and railway traffic — 
Politics, not business, influencing securities 


NUMBER 21 


advances, with output up another point to 25 per cent of 
capacity. The reason, of course, is found in the current 
intensive sales campaign of the automobile producers, 
who a week ago stepped up output another 1,000 cars to 
a new high point since last August. New construction 
totals for the first half of May are held up by a 48 per 
cent gain in public works and utility projects over the 
average April rate, but other divisions showed their usual 
seasonal dip. It is apparent that we can not look to 
residential construction to lead us out of the depression 
this year, as it has done at least once before. 


AILWAY freight traffic, which usually follows a 

distinct upward trend from January until the end 

of September, has not recently been able to hold its own, 

the latest figures showing the third successive decline in as 

many weeks. Until car loadings make a better showing, it 
is useless to expect higher rail earnings. 
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Nore: The “Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange: the solid line 
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Securities Outlook 


co price movements of stocks as well 
as bonds continue to be dominated 
more by politics than business, and as 
long as Congress remains in session it 
seems futile to look for any change in this 
situation. Absence of selling pressure 
during most of last week permitted a 
much better tone to be shown by stocks, 
although trade news by no means favored 
any material improvement in prices. 
Investors are well reconciled to the pros- 
pect of continued business dullness during 
the next month or so, and if the markets 
were relieved of the worry of possible 
uneconomic legislation (either actual or 
contemplated), we would be fully war- 
ranted in looking to probable business 
improvement in the late summer or 
early fall to furnish the inspiration for a 
movement toward better levels. Never- 
theless, signs are not lacking that 
numerous common stock issues are in the 
process of accumulation. 

It must be remembered that Congress 
so far has not actually enacted any 
harmful legislation, but debate, discus- 
sions and threats have had their full effect 
upon the markets. It is for this reason 
that a summer session is to be dreaded, 
as failure to adjourn at an early date will 
leave the door wide open to proposals of 
all sorts. If Congress would only go 
home (and attempt to explain its record 
to the voters), the country could draw a 
deep breath of relief and get down to 
business, and potential purchasers of se- 
curities would be warranted in regarding 
near term prospects with more favor than 
is possible at the present time. Notwith- 
standing, sight must not be lost of the 
fact that the time is approaching when a 
much more optimistic attitude toward 
common stocks will be justified, and 
plans for action at that time can well be 
laid now. With the probable turn so near 
at hand, it is needless to add that present 
holdings of sound securities should be 
retained. 


AAA 
Business Prospect 


USINESS conditions and the banking 
situation are at all times inextricably 
related, with that fact standing out in 
bolder relief now than at any time in 
recent years. Consequently proposals of 
a large governmental bond issue for publie 
works and unemployment relief must be 
studied in relation to its effect upon cur- 
rent Federal Reserve policy. Although 
the public works program of 1930, in- 
tended to stem the forces of the deflation, 
failed miserably in its purpose, conditions 
at the present time are vastly different 
from those existing then. At least a tem- 
porary stimulus to general business would 
undoubtedly result from a program of that 
sort, and it might well be sufficient to 
start a definite recovery. 

Any material expansion of the govern- 
ment’s funded debt at the present time, 
however, would seriously interfere with 
the Federal Reserve’s bond purchase pro- 
gram, the results of which should begin to 
show by mid-summer. If by the fall the 
bankers have overcome their fear com- 
plex and have liberalized their loaning 
policies, that in itself should have the 
effect of industrial reconstruction. After 
that can come the public works program 
to accelerate the improvement, at which 
time it should be much easier te dispose 
of the necessary bond issues. To attempt 
any such financing at the present time, 
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THE Components: This is an unweighted index of five sensitive series of industrial activity; 
new building contracts, electric power production, automobile output, steel mill activity, and 


merchandise, miscellaneous and less-than-carload freight traffic. 


Adjustments have been made 


for normal seasonal variation, and the average for the four years 1925-1928 is used as the base, 


however, would undoubtedly have very 
serious repercussions, particularly on the 
bond market. . 

In the meantime, indications are that 
Congress will insist upon further delaying 
the tax bill, making necessary a summer 
session, despite the fact that they are 
fully aware that the entire country wants 
nothing so much as an early adjournment 
to relieve business from as much uncer- 
tainty as possible. 


AAA 
The Oils 


AST week’s decision of the U. S. 
Supreme Court in upholding Okla- 
homa’s oil proration law was a signal step 
in the battle to keep production within 
reasonable limits, so as to eliminate waste 
and, incidentally, stabilize prices. Con- 
sumption of gasoline has held up very 
well, with virtually uncontrolled produc- 
tion being the reason for most of the 
havoe which has been witnessed in the 
industry during the past two years. With 
last week’s action to establish a precedent, 
it appears probable that other regulatory 
bodies will take the steps necessary to 
place production in balance with demand. 


Credit Situation 


PPARENTLY satisfied with the 
progress so far made as a result of 
their heavy government bond purchase 
campaign, the Federal Reserve authori- 
ties last week announced that they will 
continue their current policy into the 
future. In the announcement, however, 
was contained the hint that there may be 
some diminution in coming weeks in the 
size of the purchases. These have been 
averaging around $100 millions a week, 
but hereafter will be made ‘‘as conditions 
justify.”” Consequently, a drop in any 
week from the recent average is not to be 
regarded as abandonment of the cam- 
paign to get the member banks out of 
debt so that they can loan more freely to 
trade and industry. 


Although rates in some sections of the 
money markets are about as low as they 
can go, in other directions there stil 
appears room for further reductions, and 
generally speaking, the outlook is for con- 
tinued ease in this country. Overseas, it 
is interesting to note informed observers 
are expecting further cuts in the Bank of 
England’s rate, perhaps eventually bring- 
ing it as low as 114 per cent. As soon as 
Federal Reserve member banks here get 


sufficiently out of debt, it may be expected 


that more aggressive action with respect 
to reduction of rediscount rates will be 
witnessed. 


AAA 
Market Valuations 


sinking spell drove 
stock values below the $20-billion 
mark for the first time in the depression. 
Stubborn resistance developed after cross 
ing this mark and was aided by several 
dividend declarations which intimated 
that some hope is held out by corporation 
executives for improvement in future 
earnings. Weakness on the last day 
counteracted this. The week of May 
11-18, however, ended with a loss of 
$1,650 millions, according to THe 
c1aAL Wortp Index on page 59. This 
about cancels the moderate gain made in 
the first half of this month and values are 
presently $1,230 millions below the level 
at which the month of May started 
Since the beginning of this year stock 
values have dropped $7.5 billions, ab 
though the recession since the high point 
reached on March 8 amounts to $95 
billions. The average price of all listed 
shares is $14.61, with the brokers’ loat 
average about 28 cents a share. The loaa 
ratio remains at the insignificantly low 
level of 1.90 per cent, with the drastie 
drop of more than 12 per cent in the loam 
totals accompanying the liquidation. The 
turnover in listed shares is at a 

pace representing only 1.79 per cent aé 
justed to a monthly basis. 
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the Matter 
the Movies? 


By LOUIS GUENTHER 
Publisher, Tue FinancraL 


N a newspaper column devoted to 
chronicling the doings of the cinema 
world, there recently appeared a chatty 
paragraph giving the reason why John 
Barrymore so far has resisted the urge to 
return to the spoken stage. It said it 
offered no attraction to him as long as he 
was receiving $125,000 for every picture 
he made. To screen lovers this stellar 
star of the silver sheet is a fortunate 
fellow. But his good luck carries a 
particular significance to several million 
people who have become partners in the 
moving picture industry, for it reveals one 
of the main causes for the severe financial 
headaches it has suffered and will con- 
tinue to suffer until it can overcome its 
extravagances. 


Rolling Up the Costs 


Barrymore makes at least six to ten 
pictures a year, and at that rate his in- 
come must be nearly a million, or more, 
annually. However, that is not the only 
expense; each set-up on the lot, salaries of 
eo-actors, furnishings, sceneries and other 
appurtenances must roll- up another 
million or more of cost for the producer. 

Barrymore is not the only screen star 
receiving unheard of compensation. There 
are numerous others. To run off a few 
of these names we could mention his 
brother Lionel, Joan Bennett, Joan 
Crawford, Greta Garbo, Wallace Beery, 
Edward Robinson, James Cagney, Robert 
Montgomery, Douglas Fairbanks, and 
others. All of them receive fancy salaries 
each year which they could not earn on 
the spoken stage if they worked on it fora 
stretch of ten years. 

Several years ago, in an article review- 


ing the unfavorable prospects the 
moving picture industry con- 
fronted, based on material I 
gathered during a visit to Hollywood, 
particular stress was laid upon its ex- 
tremely high expenses and super-extrava- 
gance in casting productions and in 
payment of salaries. The view was 
then expressed that unless these sink 
holes through which money rolled like 
water were stopped up, several of the 
important units could not escape financial 
vicissitudes. Exactly this is what hap- 
pened. Fox got into trouble, so did 
Warner Brothers and R.-K.-O. while 
other large factors have been finding it 
difficult to make both ends meet. 

As an outsider looking in without an 
axe to grind and with nothing at stake, it 
was possible to draw certain definite con- 
clusions from what could be seen which 
those interested in the business preferred 
to close their eyes against. More than 
two years afterwards these errors are 
admitted publicly by no less an authority 
than Sidney R. Kent, the new president 
of Fox Film Corporation. He averred 
that the industry must cut salaries if the 
companies are to be saved and even then 
the industry faces a struggle and it might 
take five years for recovery to set in. 


Inevitable Economies 


Like a stubborn child, the industry has 
been reluctant to introduce imperative 
economies, and because of its failure to 
recognize the financially inevitable during 
the past two years it has suffered far more 
than it would have otherwise. These 
extravagances have been reflected in 
market prices, as shown in the accom- 
panying table. Eleven of the important 
companies in 1930 had a market value for 
their outstanding shares of $688,938,630. 
These stocks have since shrunk to a mar- 
ket value of $69,235,492, or about ten 
cents for each dollar which they were 
worth but twenty-four months previously. 

Yet the most pathetic feature of this 
d¢bacle is to be found in the fact that of all 


businesses, the moving picture industry 
has been in a better position to withstand 
the severity of deflation, for it is still 
exceedingly popular with the pleasure 


seeking public. Even to this day, when 
it produces a picture well worth seeing 
it has no difficulty in filling its houses. 
But here again the industry blunders. 
It will spend a fortune on a Grand Hotel, 
or a picture like The Man Who Played 
God, Hell Divers, Cimarron, and 
others, and then follow them with a 
stream of mediocre films, expecting out- 
standing successes to carry through the 
others. But they are finding out that 
the strong of limb are unable to carry 
with them the maimed. In my tours of 
the screen section of New York’s Broad- 
way I have particularly noticed how 
empty during week days are the houses 
showing indifferent pictures. Movie fans 
_ become extremely critical of the 
s. 


More for Less Money 


To keep their houses filled is another 
serious problem with which the industry is 
grappling without meeting with much 
success. Where they formerly showed one 
feature picture, they now offer as bargain 
teasers two a night, plus a short comic, 2 
travelogue, a newsreel, and a cartoon. 
These added attractions simply multiply 
the costs and when this must be done in 
order to attract patronage, sharp inroads 
on profit margins are inescapable unless 
larger audiences are attracted, which has 
not so far been the case. 

Not only is it incumbent for the indus- 
try to make material revisions in its salary 
envelopes, but it must seek relief from 
excessive rentals it pays for theatres, 
unprofitable locations must be eliminated 
and all corners in the cost of making 
pictures that can be trimmed must be 
cut to the bone. That may be a bitter 

(Please turn to page 77) 


WHAT HAS HAPPENED TO MOVIE STOCKS? 


1932 Market 

Price Shares Value Price Shares Value Depreciation 

72 1,372,108 $98,791.77 23 1,464,000 $33,672,000 $65,119,776 
Columbia Pictures. 41 100,063 4,102,583 + 168,000 672,000 3,430,000 
RES. 46 2,420,660 111,350,360 2 3 2,426,000 5,761,000 105,589,360 
Fox Theatres...... 1,570,500 14,134,500 1,576,814 591,305 13,543,195 
Paramount-Publix. 59 2,880,501 169,949,559 4 3,324,000 13,296,000 156,653,559 
| =a 4 950,926 3,803,704 3 948,000 355,000 3,448,704 
Consolidated Film. 19 400,000 7,600,000 2 525,000 1,050,000 6,550,000 
Warner Bros....... 37 2,784,264 103,017,768 1% 3,801,000 4,751,250 98,266,518 
a 32 2,372,036 75,905,152 3 2,446,000 7,338,000 68,567,152 

9 785,862 7,072,758 1 789,062 789,062 ©,283,696 
General Theatres... 34 2,667,955 90,710,470 1,893,000 709,875 90,000,595 
United Artists..... 5 500,000 2,500,000 500,000 250,000 2,250,000 
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sick. In following the course of 

this depression with its many 
disappointments it is natural that the 
most recent efforts expended by the 
Federal Reserve be viewed with skepti- 
cism in noting the lack of immediate con- 
structive results. Notwithstanding, this 
campaign of releasing and easing credit 
is the greatest forward step so far taken 
to correct and combat the ill effects of 
an overdone banking cautiousness. Col- 
onel Leonard P. Ayres states the case 
very pertinently in referring to previous 
measures such as the National Credit 
Corporation, Railroad Credit Corpora- 
tion, Reconstruction Finance Corpora- 
tion and the Glass-Steagall Act as de- 
fensive moves to prevent breakdowns. 
This has been accomplished to a marked 
degree. He terms the latest policy of 
the Federal Reserve an aggressive attack 
in taking the offensive to improve condi- 
tions. The plan of weekly average 
purchases of government securities to 
the amount of $100 millions can not help 
but remove the most enervating factor 
retarding the return of normal business 
and banking conditions. 


deferred maketh the heart 


Releasing Credits 


A better understanding of the progres- 
sive steps in this program would dispel 
much of the impatience and accompany- 
ing fears that in themselves partly nullify 
the constructive developments this opera- 
tion is intended to bring about. A huge 
reservoir of credit funds is created by 
the purchase of government bonds by 
the Federal Reserve. The Federal Re- 
serve Bank of New York has been con- 
ducting this campaign for the system. 
Funds that have been drifting from New 
York to the interior as payment for 
bonds purchased have been reluctantly 
used for either building up investment 
portfolios or extending credit to borrowers 
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With defensive steps taken to 
stop deflation an offensive 
has now been launched that 
aims to stimulate business 
and banking through the in- 
jection of huge credit reserves 
by the Federal Reserve. How 
it works. Is it working? 


By WILLIAM J. HEALY 
Vice-President, THE FINANCIAL WoRLD 


in preference to getting out of debt them- 
selves first. These funds reach the in- 
terior in the form of deposits or cash 
credits at a Federal Reserve Bank. If it 
is a customer who sells the governments 
the funds are credited to his account as 
a deposit. As these deposits increase 
they are available for the banks for re- 
payment of discounts. If the bank is 
selling for its own account directly, then 
the cash payment is available for what- 
ever purpose is deemed advisable, which 
to date has been to reduce borrowings. 

A series of graphs has been prepared 
to portray the progress already made 
and to allow the reader to project the 
developments up to the mid-year period 
when there will undoubtedly be more 
definite signs of the constructive results. 
Chart number 1 shows the inauguration 
of the policy of heavy purchases of gov- 
ernment securities on February 24, 1932. 
This has been increased in the last five 
weeks, as shown, when the weekly aver- 
age has been little short of $100 millions. 
Notice the concurrent action of the mem- 
ber banks in reducing their bills dis- 
counted (total amount of credit obtained 
from Federal Reserve Banks by member 
banks). As a direct indication of bank 
indebtedness a reduction of more than 
$350 millions is shown since this plan 
became effective. Although still borrow- 
ing $471 millions it should not be neces- 
sary to reduce this figure to a point below 
$300 millions before a more comfortable 
money situation is reached, judging from 
precedent established in the early days 
of 1930. To project the recent pace of 
reduction of borrowings indicates that 
this desired condition should be reached 
in mid-June. This will depend, of course, 
upon the rigidity with which the plan of 
government security purchases is adhered 
to. Both of these items are reported on 
in the combined statement of the twelve 
Federal Reserve Banks appearing in 
the daily press each Friday. 


Out of Debt First 


Looking at chart number 2, showing 
the borrowings of the reporting member 
banks (issued every Tuesday in the daily 
press), we find that two weeks after the 
present plan was instituted the New 
York City Banks were completely out of 
debt. Referring back to chart number 1 
for a moment it should be noted that the 
pace of declining borrowings slowed down 
considerably for several weeks after the 
New York City Banks were out of debt 
and until the major purchases of govern- 
ment securities was started. Then the 
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interior member banks were able ty 
make a better record in cutting dow 
their borrowings. This direct comparisop 
can readily be made in again referring 
to chart number 2. The heavy black 
line with arrows indicates the starting 
point of the present policy. 

As shown in chart number 3, the Ney 
York City Banks started an aggressive 
campaign of purchase of bonds other 
than governments as soon as they were 
clear of debt. Since the second week in 
March their purchases in this category 
have totaled about $150 millions. The 
sharp contrast with the out-of-town banks, 
which are still busy reducing indebted- 
ness, is worthy of notice. This buying has 
been partly offset by the selling of out- 
of-town banks as an influence in bringing 
about a strengthening of bond prices. 


Employing Idle Funds 


Once the inferior banks clear their books 
of borrowings and start purchases on their 
own account, the effect will be a double 
one inducive to higher bond prices and, 
accordingly, lower yields. In this striving 
for the employment of funds at the most! 
remunerative rates consistent with safety, 
it can be expected that the bond price 
structure will be strengthened. The 
vicious circle of liquidation will thus be 
broken by checking the need for further 
unwarranted forced selling as is so prom- 
inently shown in chart number 4 with 
loans on securities other than govern- 
ments dropping at an almost uninter- 
rupted pace. 

Those interested in the progressive 
steps in this development should look 
for the following steps: Government 
security purchases should continue at the 
present pace, or one modified to some 
extent if the Federal Reserve decides to 
mark time and note the effects of its 
purchases. Bills discounted should con- 

(Please turn to page 76) 
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The Union Pacific’s Earning Power 


By GEORGE H. DIMON 
Editorial Staff, Toe Financiau Worip 


* Although the depression has resulted in a material de- 
cline in the Union Pacific’s operating income and also in 
dividend income on its large stockholdings, the company’s 
large bond portfolio still provides a substantial backlog of 
earning power which protects the position of its securities 


$1.50 per share on the common 

stock of the Union Pacific Railroad 
Company for the second quarter of 1932 
marks the first break in the payment of 
dividends on this issue at a $10 annual 
rate since the payment of $2.50 quarterly 
dividends was instituted in 1918. This 
action was in line with expectations, since 
it is very unlikely that the Union Pacific 
can realize earnings in excess of $6 per 
share for 1932, and the net income for the 
current year will probably be consider- 
ably below that figure unless there is a 
decided reversal of the present downward 
trend in traffic. Future dividend declara- 
tions will, of course, depend upon earn- 
ings, and it is not certain that the dis- 


Ts: declaration of a dividend of 


_ tribution for the third quarter will be as 


high as $1.50 per share, since $5 a share 
has already been paid in 1932, and with 
the $1.50 payment declared at the last 
meeting of the board, the current year’s 
distributions will total $6.50 a share, 
which is in excess of reasonable 1932 
earnings estimates. However, the ex- 
tremely strong financial position of the 
Union Pacific and the indications that 
there will be net income applicable to the 
common stock for 1932 assure that this 
issue will retain its high rank. 


The Union Pacific reported net income 
equivalent to $9.93 per share of common 
stock for 1931, as against earnings of 
$15.63 a share for 1930. As in previous 
years, income from the company’s large 
portfolio of bonds and stocks contributed 
materially to 1931 earnings results. More 
than half of net income from all sources 
came from the company’s security hold- 
ings, including dividends on stock of 
affiliated companies. Approximately 
$2.60 a share was derived from the bond 
portfolio, $1.63 a share from the holdings 
of stocks of non-affiliated companies 
and about $3.20 a share from dividends 
on stocks of affiliated concerns. Thus, 
direct net earnings from railroad opera- 
tions covered fixed charges and preferred 
dividends and contributed about $2.50 
a share earnings for the common stock. 

Interest from bonds, notes and equip- 
ment trust certificates amounted to $5.8 
millions in 1931 as against $6 millions in 
1930. Dividends from non-affiliated com- 
panies declined from $5.6 millions in 1930 
to $3.6 millions in 1931. This was due to 
reductions in the dividend rates on Balti- 
more & Ohio, Chicago & North Western, 
Illinois Central and New York Central 
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common stocks, all of which the Union 
Pacific and its subsidiary, the Railroad 
Securities Company, own in large blocks. 
Income from stocks of affiliated companies 
increased from $6.9 millions in 1930 to 
$7.2 millions in 1931, the increase being 
entirely due to larger dividends from the 
Pacific Fruit Express Company, which is 
owned jointly by the Union Pacific and the 
Southern Pacific. No reports on Pacific 
Fruit Express are made available, but the 
ear rental payments by Union Pacific to 
Pacific Fruit Express indicate the proba- 
bility that the earnings of the latter were 
in excees of dividend payments. The 
other affiliated companies paid the same 
dividends as in 1930, and with the ex- 
ception of two small concerns which drew 
on surplus to an amount of about $45,000, 
realized earnings in 1931 were in excess of 
the dividend payments to the parent. 

The Union Pacifie is certain to experi- 
ence a fairly sharp decline in investment 
income in 1932, The Union Pacific 
will receive no income on its holdings of 
stocks of non-affiliated companies this 
year unless the unexpected happens. This 
means a loss of $1.63 per share of common 
stock as compared with 1931. It is im- 
possible to make any predictions as to 
what dividends the affiliated companies 
will pay this year, but there is no clear 
indication at this time of any reduction 
in income from this source. 

Income from holdings of corporation 
bonds and notes should show an increase 
in 1932, in spite of the fact that the com- 
pany will receive no interest on its hold- 
ings of $1.1 million principal amount of 
Wabash Railway refunding and general 
mortgage bonds. Purchases of bonds 
and notes of other than affiliated com- 
panies largely offset the decline of $7.6 mil- 
lions in holdings of U. S. Government 
securities. The yield on the railroad 


mortgages purchased is considerably 
higher than the yields on the Treasury 
bonds, notes and certificates sold. At 
the end of 1931, the Union Pacific still 
held $26.7 millions U. S. Government 
securities, or more than $12 principal 
amount for each share of Union Pacific 
common stock outstanding. 

The Union Pacific’s current liabilities 
of $43.6 millions, as of December 31, 1931, 
were somewhat larger than current as- 
sets of $42.5 millions, but the company’s 
huge investment account is not included 
in current assets. In addition to the 
$26.7 millions U. S. Government securi- 
ties, the company had bonds of 
non-affiliated companies of a total 
face value of $80.6 millions at the 
end of 1931, and stocks of a total 
par value of $83.6 millions. (These 
figures are for the parent company 
only; the subsidiaries held small ad- 
ditional amounts of bonds and stocks 
of non-affiliated concerns.) The 
stocks (all railroad issues) have depreciated 
very sharply in market price, but the 
bonds, mostly gilt-edged issues, have 
@ very substantial aggregate market 
value. 

The payment of dividends of $2.50 
a share on January 1 and April 1 has 
drawn down the cash resources, which 
amounted to $12.2 millions at the year 
end, but this is a normal seasonal 
development, since the first three months 
of the year constitute a period of very 
small earnings for the Union Pacific 
system. The decline in the net railway 
operating income of the system in the 
first quarter of 1932 was about 22 per 
cent as compared with 1931. This is 
considerably less than the average for all 
Class I roads, which was 39.2 per cent. 
However, the record for the current quar- 
ter is likely to be less favorable because 
of Kansas winter wheat crop conditions. 


An Element of Strength 


However, one of the greatest elements 
of the strength of the Union Pacific is to 
be found in the diversity of its territory. 
Although the Union Pacifie ranks third 
among American railroads in total wheat 
tonnage, the proportion of wheat revenues 
to the company’s total revenues is rela- 
tively small. Consequently, if traffic in 
other sections of the road’s territory holds 
up reasonably well, operating earnings 
for the year might be sufficiently large 
to permit final net income equivalent 
to from $4 to $5 a share on the common 
stock. However, this assumes some 
improvement in general business condi- 
tions in the last half of 1932. 

Union Pacific 4s, 1968, although they 
occupy the junior position in the system’s 
bond capitalization and have no mortgage 
security, are in a fundamentally strong 
investment position. These bonds, which 
are currently quoted at prices to yield 
almost 7 per cent to maturity, appear 
attractive for purchase for income pur- 
poses. 
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Canadian Bonds 


for 


rw URING the past decade the Do- 
minion of Canada has borrowed 
A rather heavily abroad and in the 
United States to develop its industries and 
natural resources. Today the Canadian 
government has to provide annually for 
interest charges on its own obligations 
and those of the Canadian National Rail- 
ways to an amount of approximately $200 
millions while its provinces and munici- 
palities require over $100 millions per 
annum for the same purpose. About one- 
third of this is payable in United States 
dollars. In addition, for the current year 
a heavy amount of capital has to be re- 
paid, and the total which Canada must 
transfer to the United States during 1932 
has been estimated as reaching a quarter 
of a billion dollars. This condition ex- 
plains the strong demand for United 
States funds for the account of Canada, 
whose currency at the present time is 
quoted in New York at a discount of 
about 11 per cent. 


Currency Depreciation 


While this depreciation of the Canadian 
dollar has lowered the burden of the inter- 
nal debt, it has increased the external obli- 
gations proportionately, and the principal 
question of concern to the holder of Can- 
adian bonds is whether the Canadian gov- 
ernment will continue to be able to pro- 
vide the necessary foreign exchange for the 
service of the external debt. A favorable 
trade balance is the principal factor to 
obtain credits abroad and a survey of the 
last decade shows that in each year from 
1922 to 1928, inclusive, Canada had a 
substantial excess of exports over imports. 
The situation changed for 1929 and 1930, 
when the trade balance became decidedly 
unfavorable, but in 1931 exports and 
imports practically balanced each other. 
The depreciation of the currency in itself 
is a stimulus to exports and acts as a 
prohibitive tariff for imports. On this 
basis it appears likely that Canada’s 
foreign trade should again become favor- 
able in the reasonably near future, 
although depending largely upon further 
developments in wheat prices. Consider- 
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cA selection of Canadian Govern- 


ment and guaranteed railroad bonds 
affording comparatively high yields. 


ing its exports, Canada is still mainly a 
one crop country although strong efforts 
are made to diversify exportable com- 
modities. 

According to recent estimates, Canada 
has still over 150 million bushels of wheat 
of last year’s crop available for export. 
As this product, including flour, in normal 
years accounts for about one-third of 
Canada’s exports, a moderate increase in 
the price level for wheat would have an 
important bearing upon the trade balance. 

Another source for foreign credits is the 
large tourist trade. The amounts received 
from tourist expenditures, especially from 
the United States, after deducting expen- 
ditures by Canadians abroad, amounted 
to about $190 millions in 1929. While 
1930 and 1931 have obviously witnessed 
a decline in tourist traffic, it is expected 
that the depreciation of the Canadian 
dollar will attract more tourists during 
the coming season and increase that coun- 
try’s revenues from this source. 

Gold production, another item which 
builds up credits abroad, increased last 
year 27.5 per cent over that of 1930, and 
so far this year has continued to expand 
at the same rate. While tariffs remain the 
greatest cbstacle to international ex- 
change of goods, a possibility of further 
special tariff agreements exists, and is 
likely to show practical results at the next 
Imperial Conference at Ottawa. On the 
ether hand, the possibility of additional 
borrowing abroad is a factor, which at 
least for the time being has been entirely 


eliminated due to money and curreney 
conditions the world over. _ 

From the above factors which ente 
into Canada’s international’ balance of 
payment, the conclusion can be drawn 
that present difficulties in obtaining 
credits abroad are only temporary, and 
that prospects for improvement in this 
situation are promising. This confidence 
in the Canadian situation is reflected jn 
the relatively high prices at which its 
bonds are selling as compared with other 
foreign issues. The accompanying tabula- 
tion contains six Canadian bonds, which 


are all payable in New York in United 


States gold coin. They appear suitable 
for inclusion in any investment portfolio 
on the basis of their high return and 
safety of principal and interest. 

Dominion of Canada 5s, 1952, and 4s, 
1960, are both direct obligations of the 
Dominion of Canada with no further 
guarantee, which incidentally is a feature 
to be found only in those issues which 
under normal conditions were regarded 
as gilt-edged. Both issues are listed on 
the New York Stock Exchange and prin- 
cipal and interest is payable in United 
States gold coin. 


Guaranteed Rail Bonds 


Canadian National Railway Company 
5s, 1969, and 44s, 1956, represent a 
direct obligation of the railroad company, 
the stock of which is owned by the Cana- 
dian government. In addition they are 
guaranteed unconditionally as to princi- 
pal and interest by the Government of the 
Dominion of Canada. Both bonds are 
listed on the New York Stock Exchange 
and interest and principal are payable in 
United States gold coin. 

Canadian Northern Railway and the 
old Grand Trunk Railway are operated 
as a part of the Canadian National Rail- 
way System. The 7s of the Canadian 
Northern and the 7s of the Grand Trunk 
Railway Company of Canada, both ma- 
turing in 1940, are direct obligations of 
these companies but not secured by any 
mortgage. They are both guaranteed as 
to principal, interest and sinking fund by 
the government of the Dominion of Can- 
ada. Interest, according to the text of 
the coupons of both issues, is payable in 
United States gold coin. 

The governmental guarantee places 
these four railroad bonds in practically 
the same class as direct governmental 
issues, and it is only on the basis of this 
guarantee that these bonds enjoy a high 
investment rating inasmuch as the Cana- 
dian National Railway Company for the 
last several years has been operating at 
a deficit. 


CANADIAN GOVERNMENT AND GOVERNMENT GUARANTEED BONDS 
Payable in U.S.Gold Coin 


Dominion of Canada................ 
Dominion of Canada................ 
*Canadian National Railway 
*Canadian National Railway.......... 
*Canadian Northern Railway......... 


Recent Current Net 


Rate Maturity Price Yield Yield 
5s, 1952 94 5.32% 5.50% 
4s, 1960 77 5.20 5.65 
5s, 1969 84 5.95 6.10 
4s, 1956 79 5.70 6.20 
7s, 1940 98 7.14 7.35 
7s, 1940 97 7.22 7.50 


*Grand Trunk Railway of Canada..... 


*Guaranteed by the Dominion of Canada. 
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4Eastman Kodak — 


A New 


“Cellophane” Stock? 


Associate Editor, Tur FinanciAL WORLD 


Te stable backlog of earnings 
which has always been the princi- 
pal reason for the growth of many 

at American corporations, has not 
proved so stable during recent lean years 
and were it not for the development of 
new products which have come up from 
the laboratory, many companies would be 
unable to maintain earnings. Cellophane 
is a notable example of how a previously 
insignificant laboratory hobby could be 
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changed, practically over night, into the 
wrapping material of the new century, 
and at the same time contribute heavily 
to the earnings of a corporation which 
was suffering from depleted revenues in 
practically every other direction. Cello- 
phane has been a very helpful develop- 
ment for duPont by enabling it to con- 
tinue dividends during the depression. 
Will a similar development be a factor of 
importance to Eastman Kodak? 


The Leader in Cellulose 


Since the very beginning of film 
photography, Eastman Kodak has been 
the unquestioned leader in the field of 
cellulose chemistry. An extremely wide 
and varied knowledge of cellulose acetate 
has been acquired since this basic product 
was discovered in the Eastman laborato- 
ries in 1907, for its utilization in the manu- 
facture of photographic film has necessi- 
tated the utmost in uniformity, purity 
and clarity. It was, therefore, quite a 
natural development that Eastman Ko- 
dak entered the Cellophane field last 
February with a product of its own under 
the trade name ‘‘ Kodapak.” 

Being manufactured from the highest 
grade of cotton linters, rather than from 
the spruce pulp which is the raw material 
of Cellophane, the cellulose acetate in 
Kodapak affords all the advantages of 
transparency, protection from dust, 
grease, moisture and finger-prints, but 
in addition it affords a better printing 
surface and may be cold sealed. Kodapak 
also has the property of being practically 
weather and temperature proof in that it 
neither expands nor contracts in heat or 
cold, nor does it crack or wrinkle when 
dry, because it resists the transmission 
of moisture-vapor. In other words, 
Eastman Kodak has developed a wrap- 
ping material which appears to compete 
on a favorable basis with the Cellophane 
of duPont and the Viscose sheeting of the 
Sylvania Industrial Corporation, which 
ae been the two leading factors in this 

eld. 

But in this development there is a 
strong threat of competition and future 
price cutting which could react unfavor- 
ably to each of the companies involved. 
Prices have already been trimmed down, 
with Eastman cutting the prices of its 
Kodapak as recently as last week to meet 
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to offset the decline in ” 
backlog earnings. 


the new price schedules of Cellophane, 
but even the new and lower prices will 
afford a relatively large margin of profit 
if the demand for this type of material 
continues to increase as it has in the past. 
The price of Cellophane is now about 50 
per cent under its original price of a few 
years ago, but during this period the use 
of the product has increased several 
hundred-fold. 

It is believed by scientists in the field 
that the possibilities of Kodapak, Cello- 
phane or any similar product have barely 
been scratched, and that the future holds 
many unusual developments which will 
spell larger profits for all concerned. It is 
their contention that the new uses for the 
material which have already been per- 
fected in the laboratory will substantially 
increase its sales and applications. This 
is possible, for thus far only erystal or 
colorless tissues are being used. The 
development of colored Kodapak and 

‘ellophane and also the perfection of 
cardboard thicknesses should open a 
host of new fields to the product. Even 
now chemists are experimenting with 
boxes, cartons, jars, bottles and other 
containers made of this cellulose product 
for the purpose of finding substitutes for 
similar articles of paper, cardboard, glass 
and tin. The trend toward purity and 
attractiveness in the package product has 
been a stimulating influence for the in- 
creased use of cellulose types of tissue 
wrappings. Competition may be keen 
in this field, but it may be the “‘life of the 
trade’’ rather than a retarding influence. 

That Eastman Kodak is prepared to 
take advantage of the development of 
its cellulose acetate is indicated by the 
expansion of its subsidiary, the Tennessee 
Eastman Corporation, at Kingsport, 
Tenn. This property alone comprises 62 
buildings, occupies 373 acres and has an 
operating force of close to 1,000 persons. 
In addition to the cellulose acetate for 
Kodapak, which is also the basic material 
for safety film, the company also manu- 
factures acetate yarn, various photo- 
graphic chemicals and by-products. 

To Eastman Kodak these various cellu- 
lose acetate products are actually inci- 
dental to the manufacture of photographic 


supplies and the profits derived therefrom 
should not be considered too seriously. 
They may help to take up the slack of 
lower earnings in primary divisions, but 
not to the extent that might be noted in 
the operations of other large corporations. 
Eastman Kodak in supplying 80 per cent 
of the country’s film requirements, both 
home and motion-picture, must depend 
on this source for the bulk of its earning 
power. The demand for cameras, films 
and photographic supplies has fallen 
more than 25 per cent since 1930, and 
there appears to be little doubt that a 
further decline will be recorded during 
1932. Kodapak or any other cellulose 
product can only offset this loss of back- 
log-earnings to a small extent. What 
Kodapak may do will be to hasten the 
recovery of earnings once business be- 
comes stabilized. 


Dividend Prospects 


Per share earnings of Eastman Kodak 
dropped last year to the equivalent of 
$5.78 on its 2.2 million no par common 
shares, which are junior only to 61,657 
shares of 6 per cent cumulative preferred; 
there is no funded debt. This compares 
with $8.84 a share in 1930; $9.57 a share 
in 1929; $9.60 a share in 1928, and $9.61 
a share in 1927. The drop in earnings 
last year was followed by omission of the 
$3 extra which had accompanied the $5 
regular annual dividend in every year 
since 1924. But will the company main- 
tain the $5 dividend in the face of a fur- 
ther loss of earnings? 

On December 26, 1931, an excellent 
financial position was reported,! with 
current assets of $76.6 millions against 
$15.2 millions of current liabilities, but 
even though cash of $27 millions is in- 
cluded in net working capital of $61.3 
millions, the company could not long 
continue to dip into surplus to maintain 
an unearned dividend. If earnings for 
Eastman in 1932 run between $3 and $4, 
as some estimates suggest, a reduction of 
the $5 annual dividend would be in or- 
der, if only for the purpose of maintaining 
the company’s strong financial status. 
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POSITION THE BOND MARKET 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 
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at Washington influence the mar- 

ket, not only for United States 
Government securities but also for cor- 
poration bonds, has again been graphi- 
cally illustrated in the past two weeks. 
The ups and downs of the bond market 
in recent weeks have had their inspiration 
almost exclusively in the results (or, in 
some cases, the lack of results) of the 
deliberations of the Houses of Congress 
and the Interstate Commerce Commis- 
sion. A rally in bond prices, which started 
around the middle of the first week in 
May on the strength of signs of determina- 
tion of strong factions in Congress to 
enact a satisfactory revenue bill, was cut 
short in the last part of the second week 
of the current month by new develop- 
ments which threatened a flood of new 
bonds which would be either direct or 
indirect obligations of the Government. 
The new program for unemployment 
relief, which apparently has the blessing 
of President Hoover, calls for the expan- 
sion of the borrowing power of the Re- 
construction Finance Corporation by 
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$1.5 billion, of which $300 millions are 
to be loaned to the states for direct relief 
work, the rest to be expended for public 
works of a type which shall be revenue 
producing (and which, it is optimistically 
averred, will in the long run be self- 
supporting) and for loans to private 
business for use in undertakings which 
will increase employment. If legislation 
embodying this plan were to be enacted, 
it is assumed that, instead of continuing 
to borrow from the Treasury for its re- 
quirements, the Reconstruction Finance 
Corporation would issue its own deben- 
tures. Proponents of the plan point to 
this as a strong feature, stating that the 
debt of the federal government would not. 
be increased. 

However, upon the announcement of 
President Hoover’s support for the plan, 
U. S. Government issues and the general 
list of corporation issues sold off sharply. 
This action of the market is entirely 
logical. If Reconstruction Finance Cor- 
poration debentures are issued, they will 
have to bear the guarantee of the U. S. 
Government, or run the risk of finding an 


unsatisfactory market. Consequently, 
in practical effect, the debt of the federal 
government will be increased quite as 
much as if a corresponding amount of 
new Treasury obligations were to be 
issued. The recurring threat of a large 
increase in the supply of government 
obligations naturally results in sharp 
déclines in the market for outstanding 
government bonds from time to time. 

It may be asked, however, why such 
plans should affect the market for cor 
poration bonds. There are two reasons. 
In the first place, all credit depends toa 
very large extent upon the maintenance 
of the credit of the government. Any- 
thing which tends to impair the credit of 
the government, such as huge increases in 
the public debt, is bearish on private 
obligations as well, for if it should be 
carried to extremes, it could have very 
unfavorable repercussions upon financial 
institutions and upon the standing of 
private debts. Secondly, repeated flota 
tions of huge government issues tend to 
deprive worthy private debtors of capital 
for refunding purposes and for new uses, 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Name of Issue 


Jackson County, Mo......... 
Milwaukee County, Wis. 
Westchester, County, N. Y.............. 
Wisconsin Power & Light Co........... 


BONDS CALLED THIS WEEK 


(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) 


Name of Issue 


Boston Securities Co......... 
Eastern Greyhound Lines, Inc........... 


Harrisburg 
Paris-Lyons- Mediterranean R. R. Co 
Princeton Light, Heat & Power Co..... 


first lien & ref. mtge. 6s.......1952 ..... 
& ref. mtge. S§s..........1 


Amount Interest Offe Yield or 
Offered Date ering Basis % 
$1,000,000 JI. 4.20-4.30 
500,000 A. &O. 4.25 
2,002,0 2.50-4.30 
,000, M. & N. 88 7.15 

Call Date 

Amount Price Payable 

$14,500 100 May 16, 198) 
30,000 100 %-101 May 31, 1% 
72,000 102 June 1,1 ; 
Entire 103 Aug. 15, 193 

Entire 105 Aug. 1, 


Nore. Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 
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turn of normal business in the 

industrial East is the better- 
ment of conditions for the farm coun- 
try. This includes not only the possi- 
bility of establishing a buying power in 
the agricultural states but some stabil- 
izing of the farm debt which is hanging 
over the producer and the ranchman. 
The current discussions in the farming 
districts are concerned with two factors, 
taxes and interest. Of these the latter 
is actually the more important. The 
bonded and mortgage debt of any given 
area west of the Mississippi River is far 
more onerous than the taxation over- 
head. Furthermore, it is just as insistent 
and the power of the state is not more 
alarming than that of the bank and the 
mortgagee. 

Little publicity is given to the volume 
of defaulted or delayed mortgage loans, 
but they are in such quantity that the 
business interests are becoming deeply 
concerned. When single mortgage com- 
panies hold 500 to 1,000 farms that have 
been taken under foreclosure and thou- 
sands of borrowers are unable to meet 
their interest and are being carried along 
with a hope that eventually they may be 
able to liquidate, the outlook is one that 
calls for rather serious consideration. In 
some of the high plains counties it is 
stated by the county clerks that unless 
there is a better price level for wheat and 
other products that ean be raised there, 
not 25 per cent of the farms will be in the 
hands of present owners in two years. 
This may be an exaggeration but it is 
true that the tax burden added to the 
mortgage debt and interest demands is 
making it difficult for the farmer who is 
in debt. 


(Onna associated with the re- 


Inflation Debts 


These delinquent loans are for the most 
part the result of mortgages made to 
purchasers of land at inflated values dur- 
ing more prosperous times. While the 
peak value of a $12,000 farm might have 
risen to $16,000 or even $20,000, the 
present value is probably $9,000. In many 
Instances the first mortgage with accrued 
Interest is equal to the market value of 
the land and the owner is without equity. 
He is usually willing to deed over the land 
to the mortgagee but more often there is 
a second mortgage holder who may 
assume the first lien as a protection to his 
own holding. The heavily mortgaged 
farm, with perhaps one or two years de- 
layed interest and taxes for the same 
period, may give to the owner an indebt- 
edness of 85 to 100 per cent, and leaving 
him without any possibility of getting 
out of debt unless he can in some manner 
readjust his debts and set up a new sys- 
tem of payment that will come within his 
ability. 

However, it is generally assumed that 
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By C. M. HARGER 


Midwest Correspondent, 
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the low has definitely been reached in 
farm values, for the figure at which first- 
class acres are being sold makes it possible 
to meet overhead even at the present 
prices of products—though without profit. 
Provided, of course, that the purchaser 
gets possession now and at present figures. 
But if he has held the land through the 
past ten years and bought it at a 50 per 
cent higher price than it is possible to 
secure at this time, the situation changes. 
The result is that the loans made now on 
values of today are in every sense sound— 
unless we are to assume that there is 
ahead a wholesale demoralization of 
values. 

There is a serious attempt on the part 
of the loan agencies to induce the loaning 
companies to reduce interest rates. They 
argue that it is unfair that when farm 
conditions were prosperous the rate should 
have been 41% or 434 per cent and when 
times are hard it should be 5 and 51% per 
cent. They say the farmer needs now, if 
he is to maintain his solvency, a reduction 
of his overhead, which means taxes, 
interest and insurance. The latter can 
be changed little if at all. The other two 
factors may be modified. Until there is a 
better market for livestock and grain it 
will be necessary for the borrower to 
figure closely—as he is already doing. It 
is a revelation of the closeness to see a 
report of the chattel mortgages filed 
weekly in any rural county. There will be 
a score of such liens for $15 to $35 for all 
sorts of purposes, interest on loans, in- 
surance on buildings, ete. The significance 
is, of course, that the mortgagors are 
without any bank account and without 
the sums of ready cash indicated or they 
would not mortgage growing wheat, 
growing corn and household goods to 
raise such paltry amounts. 


One Plan for Relief 


Among the many plans for readjusting 
the conditions that surround the farmer, 
one is advocated by those familiar with 
the borrowers’ problems and which they 
believe will work out satisfactorily. The 
mortgagor will accept a deed for the total 
indebtedness against the property, saving 
court costs, provide for taxes, and give 
the owner a three-year option on the 
property to repurchase for a sum equal 
to the amount due in excess of the 
original loan. He will agree to renew the 
loan for a three to five year period with 
an annual reduction of principal of 5 per 


The Burdened Farmer 


cent. He will rent the farm to the 

former owner and accept share rentals 

of one-half the crop out of which 
could be paid taxes, insurance and 
return of the investment. 

Springing up in the farm country 

are companies that are making a 

business of handling lands on such a 

basis and are taking over farms held 

by trust companies, investors and 
loaning agencies, managing them for a 
small fee to be earned out of the operation 
of the farm. The advantage of such a plan 
is to avoid the court costs and the long 
course of litigation with redemption priv- 
ileges and the various expenses that come 
when an investor at a distance tries to 
manage real estate, either city or rural. 
The plan would apply to either and in its 
proper conduct ought to set in order the 
tangled situation that is developing 
through the Middle West. 

In some manner must be worked out a 
plan for handling this tangle. The In- 
terior Farm Land banks are making some 
headway but there is complaint that they 
are not doing enough—though probably 
they are seeking to hold their position in 
as great a measure of liquidity as possible. 
In the end it may call for a unified action 
that will set up a sound procedure to 
prevent the losses that are in store for 
both investor and land owner if there is a 
long continuance of present conditions. 


— 


Government Costs 
Must Be Cut 


HE cost of government must come 

down, and the quicker our legislators 
realize this important fact, the better it 
will be for virtually all concerned. Federal 
expenditures are very much in the publie 
eye at the present time, but municipali- 
ties are by no means free of criticism. 
Figures for last year are not yet available, 
but for 1930 the cost of municipal gov- 
ernment in the 310 cities in the country 
having populations in excess of 30,000 
exceeded $3.8 billions, which was 66 per 
cent more than was spent by all of the 48 
states and slightly more than the amount 
spent in the same year by the Federal 
government. 

The burden of governmental costs is 
strikingly shown by the 1931 experience 
of the Standard Oil Company (N. J.), 
which reported earnings of $8.7 millions, 
but paid taxes to the various govern- 
ments amounting to $24.9 millions, in 
addition to which the states collected 
another $35.7 millions on the sale of its 
products. Thus taxes were approximately 
seven times the company’s profits. 
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These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD'S Appraisal of Listed Stocks 


Allied Chemical 4 “B+” 


When Allied Chemical sells to exceed a 
12 per cent yield, its weakness can not 
be attributed entirely to general market 
eonditions. No secret has been made of 
the fact that the dividend was not cov- 
ered by earnings in the first quarter, and 
as far as the second quarter has pro- 
gressed there is little signs of improve- 
ment. Special liquidation by large hold- 
ers, and the evident loss of income sus- 
tained by the passing of the U. S. Steel 
dividend (of which Allied has large hold- 
ings), increase fears that the $6 dividend 
is none too safe, and that a downward re- 
vision will be decided upon when di- 
rectors next meet. 


Foreign business of American Radiator has 
held up much better than the domestic end. 


“C+” 


Earnings of 73 cents a share in the first 
quarter by American Safety Razor were 
somewhat better than expected, although 
falling short of the dividend requirement 
for the period by a few cents. In the first 
three months of last year $1.09 a share 
was earned, and this drop of 33 per cent 
has driven the stock to a 20 per cent 
yield basis, reflecting the doubts of pay- 
ments being continued at the present rate. 


American Safety Razor 4 


Declaration of the regular dividend by 
American Telephone, shows that directors 
are not entirely devoid of hope for the 
Suture. 


Managing to keep in the black by the 
narrow margin of 9 cents a share earned 
in the first quarter, Borg-Warner is realiz- 
ing a good portion of its earnings from 
the refrigeration end of the business as 
an offset to an extremely dull motor ac- 
cessory business. Some orders have been 
received from Ford, but from other 
customers the demand has been very 
light. The refrigerator division, Norge 
Corporation, reports sales for the first 
quarter 241 per cent ahead of sales in 
the same period of last year, and April 
showed the sixteenth month of consecu- 
tive sales increase. Directors meet in the 
coming week for consideration of divi- 


Borg-Warner 4 


dends and with requirements earned but _ 


about one-third of the way, it would be 
only a strong financial condition (as of 
March 31 company had cash and market- 
able securities of $5.5 millions) that could 
prompt a generous disbursement, if any. 
The stock is selling for less than liquid 
assets. 


Budd Manufacturing has sold two pneu- 
matic-tired, stainless steel railroad cars, one 
to Pennsy and the other to a French rail line. 
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Case (J. 1.) 4 


As this goes to press, directors of Case 
are turning the question of the preferred 
dividend over in their minds. An ag- 
gressive effort has been made by the 
management to bring in collections and 
maintain as liquid a position as possible. 
The plants are running at less than 25 
per cent of capacity, and with economies 
introduced is keeping close to an intake 
and outgo basis. Collections in the North- 
west, a strong Case territory, have been 
particularly spotty, which together with 
the other factors outlined could be reason 
enough for omitting payments at this 
time on the senior stock issue. The com- 
pany has about $965,000 of Russian paper 
coming due this fall with an additional 
$335,000 due next year. This collection, 
while presumably safe enough, can not 
overcome the fact that cash of $1 million 
held at the year end was more than offset 
by bank loans of $1.5 million, and if a 
generous decision is made it will only be 
deferring a necessary change of policy at 
a later date, unless material improvement 
in the farming regions sets in. 


In reducing the stock to an 18 per cent 
return, the market is contradicting the 
optimistic official statements of Colgate- 
Palmolive. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


American Can......... A toB+ 
Am. Home Products...A toB 
B toC+ 
Auburn Automobile....B to C+ 
Brown Shoe........... B+toB 
C+ toC 
Chesapeake & Ohio....A to B+ 
Exchange Buffet....... C+toC 
Federal Water “‘A”....C toC+ 
Foster-Wheeler........ C+ to C 
Gamewell Signal. ..... B toC+ 
PREFERRED STOCKS 
Amer. Smelting & Ref.B to C+ 
Beatrice Creamery..... A toB+ 
Brown Shoe........... A toB+ 
Foster-Wheeler........ B toC+ 
General Railway Signal.A to B+ 
Johns-Manville........ B toC+ 
McCrory Stores....... B+ toB 
Metro-Goldwyn....... A toB+ 
Otis Elevator.......... A toB+ 
U. S. Gypsum......... A toB+ 


Columbia Gas 4 "Cy 


A yield of about 15 per cent on Colum); 
Gas with earnings of $1.21 a share, 
ported for the year ended March 31, 19» 
can only be explained in the payma 
being made in the new preference sto 
rather than in cash. Gross of $%; 
millions for the period was down 9,6) 
cent with expenses reduced 7.8 per coy 
Earnings in the first quarter more thy 
covered preferred stock dividend requi 
ments for the full year. The balang 
sheet at March 31 revealed current ass 
of $27.2 millions against current liabilitis 
of $49 millions, of which $37.1 millioy 
were owed to banks. Cash representa 
$11.1 millions of liquid assets. A suppk§ 
mentary statement of conditions as ¢ 
May 12 showed cash remaining prac 
eally unchanged, but bank loans reducd 
to $35 millions, or a cut of $10.6 millioy 
since the first of the year. 


Weakness in the shares of Consolidate 
Gas brought out opinion from bankiv 
circles that no change in the dividend rate 
contemplated. 


Continental Can 4 “BH 


Weakness in the stock of Continentd 
Can gave rise to rumors that a dividenl 
reduction is a likely prospect. Thougi 
earnings for the twelve month peril 
ended March 31, showed a comfortalk 
margin over the $2.50 dividend in eam 
ings of $3.05, the downward trend 1 
earnings needs to be arrested, and ther 
are no present indications that it lw 
been. The company enjoys a strom 
financial position, and is likely to keepi 
so rather than deplete its liquid ass 
in the face of a very uncertain busine’ 
outlook. With a narrowing margin ov 
dividends, it is most likely that a divideul 
cut will be made in order to consetit 
cash for expansion in taking care of nef 
business. A yield of over 11 per cel! 
indicates the likelihood of this policy bel 
adopted with the can company’s busine’ 
at an unusually low level. 


Second quarter showing of General Foo 
is likely to run a few cents short of 
dividend requirement. 


General Motors 4 


Meeting present business conditiots 
General Motors has had to abandon th 
savings and investment plan for & 
ployees. No further payments will & 
received until the plan is reinstated. lt 
augurated in 1919, this plan has enable! 
employees of the corporation to ( 
tribute up to $300 annually, to which t 
company added one half of the amo 
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A contribution of $300 in 1925, amounted 
to $1,054 as of January, 1931. Under 
present conditions the corporation is in 
no position to maintain the plan, but the 
suspension will last only until normal 
business again prevails. 


A yield of nearly 30 per cent expresses the 
uncertainty of the $2 dividend on Inter- 
national Cement stock. 


Kelvinator 4 “C4” 


Recent reports of business done by Kelvi- 
nator are more satisfying with April 
shipments, setting an all time record for 
any month in the company’s history, and 
May up to the middle of the month is 
showing a substantial increase over the 
same month last year. The dollar volume 
will not keep pace because of lower 
prices. In the quarter ended March 31, 
the corporation had a net loss of $159,949, 
which compares with a larger loss of 
$508,335 in the preceding quarter, making 
the loss for the six months period $668,- 
284. Last year a profit of $20,149 was 
earned for the same period. 


Loew’s earnings of $3.13 a share for the 
twenty-eight weeks ended March 11 covers 
the full year’s dividend by a small margin. 


Lorillard 4 “B” 


Outstanding because of its unusual price 
record since 1929, Lorillard is being 
better regarded than heretofore. Though 
faced with a slightly lower sales volume 
so far this year, it is understood that 
earnings are running somewhat ahead of a 
year ago. Having shown $2.12 a share 
last year there is ample coverage for the 
$1.20 dividend, and the yield of close to 
10 per cent appears one of the best se- 
cured on the list. A strengthened financial 
position has resulted since the reduction 
of funded debt which adds te the features 
contained in this low priced tobacco stock. 


A yield above 13 per cent suggests doubt 
regarding National Dairy’s dividend, de- 
spite official statements to the contrary. 


Owens-Illinois-Glass 4 “C4” 


At the start of next month Owens-Illinois 
Glass will expand its operations to em- 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 


f...... Sound Bonds ......25 
ll.... Sound Preferreds ....25 
Ill... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


brace the properties of Illinois Pacific 
Coast Company, acquired for a cash con- 
sideration of $1.5 million, and involving 
an increase in funded debt of $4.1 millions. 
This increase will require $231,250 ad- 
ditional fixed charges, but should in no 
way interfere with the favorable showing 
being made by the company, which re- 
ported an increase in earnings last year. 
The prohibition question is directing 
speculative attention to the issue, for in 
event of repeal it would be in line for con- 
siderably more bottle business. This 
feature coupled with the latest expansion 
has increased demands for the stock, 
which affords a 10 per cent return. 


Unprofitable operations so far in the year 
lend little encouragement fer Paramount 
showing any earnings during the coming 
dull summer season. 


Standard Oil (N. J.) 4 “A” 


The unfavorable conditions in the oil in- 
dustry last year were pointedly reflected 
in the report of Standard Oil (N. J.), 
which was able to show only 34 cents a 
share on the stock. This compares with 
$1.04 a share earned in the preceding 
year. A deep dip into surplus to main- 
tain both regular and extra payments, 
prompted a statement from the manage- 
ment that the company could not be 
expected to draw on surplus indefinitely 
for payment of dividends. Although con- 
tinuation of the present rate depends 
upon an improvement in business, some 
satisfaction can be found in the present 
status of the oil industry, which appears 
on the mend. 


A better feeling among bankers toward 
Transamerica, removed the conflict that 
handicapped its earlier operations. 


Union Carbide 4 “B” 


Directors of Union Carbide & Carbon 
meet shortly to consider dividends, and 
in that earnings for the first quarter were 
short of even half covering the require- 
ments, another cut appears inevitable. 
Carbide had a strong working capital 
position at the start of the year with 
about $82 millions current assets includ- 
ing $14.3 millions of cash. The dividend 
paid January 2, reduced cash to $8.5 
millions; the April dividend of 50 cents 
represented an outlay of $4.5 millions, or 
$2.5 millions in excess of earnings. This 
drain can be regarded as modified because 
of the heavy depreciation charges of $1.7 
million that were made. The record of 
past years shows the management main- 
taining a $15 million cash balance, and 
the present deficiency will doubtless bear 
an influence upon the dividend decision 
to be made. Earnings of 22 cents a share 
in the first quarter would suggest nothing 
more than a $1 payment, which at current 
prices would afford a 6 per cent yield. 


Special liquidation and fears that a govern- 
ment economy program would shut down 
several planis sent United Aircraft into a 
tail spin. 


Westinghouse Electric 4 “—_ 


Good behavior of Westinghouse in recent 
trading sessions has been supported by 
news that business is improving mildly, 
and that insiders have been buying the 
stock. It is not unlikely that operations 
will be out of the red in the second 
quarter. Having received a substantial 
order from Radio City for elevator equip- 
ment, it is now understood that a $1.5 
million contract has been received from 
the same source for installation of an air 
conditioning system. The granting of a 
R. F. C. loan to Pennsylvania Railroad 
will permit proceeding with its electrifica- 
tion program, which in turn will mean ad- 
ditional business for Westinghouse. Based 
on the record of the past several years, the 
ability of its common stock to command 
a price double that of its competitor, 
General Electric, is unusual. 


THE FINANCIAL WORLD'S 


CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
mpa mpa 
With a With 
Year Ago Present 


QAmusements ...... 
Automobile, Passenger 
Automobile.Commercial 
Aviation. ....... 

Chemicals .........9 


Nore: No changes from last week. 


Current Future 
Earnings Earnings 
Compa 

With a With 
Year Ago Present 


¢ Electrical Equipment 
Companies .... 
Leather and Shoes .. . .B 
Machinery and Tools . .B 


QOffice Equipment .. . aS) 
QPublic Utilities. .....P 


Current Future 
Earnings 
mpared Compared 
With a With 
Year Ago Present 


Railroads ..........9 
Railroad Equipment. 
QTire and Rubber. 
@ Seasonal trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


revised as warranted by developments. 
of corporate earnin 


s as compared with their respective positions one year ago. 


The left hand indicator shows by its gene above or below horizonta! (or neutral), the current status 
he right hand indicator is a forecast of future —— using the 


Present as a base. This indicator attempts to answer the question, how will conditions in the near term future compare with the present 
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4 United Gas Improvement — 


50-Year 
Old Utility 


By JAMES C. DE LONG 


Editorial Staff, THe FinanctaL Worip 


Improvement Company, the oldest 

utility holding company in the 
United States, celebrates its fiftieth 
anniversary. Although one of the largest 
electric light and power enterprises in the 
country today, at the time of its formation 
not a single electric generating station 
was in operation and few recognized the 
evolution in the lighting industry which 
was even then beginning to take shape. 
In the struggle between gas and elec- 
tricity in the lighting field, U. G. I. 
played an important part. Although it 
was predominantly a gas enterprise during 
its early stages of growth, it wasted no 
effort in attempting to combat the trend 
towards the use of electricity for lighting. 
While expanding its operations in its 
original field it has, through acquisitions, 
increased its interests in the electric light 
and power industry until today revenues 
from this latter source constitute the 
major portion of total income. In 1931 rev- 
enues from sales of electricity amounted 
to $78.3 millions, whereas gas revenues 
amounted to but $21 millions. 


(: JUNE 1, 1932, the United Gas 


Working Capital Strengthened 


At the end of 1930, United Gas Im- 
provement Company showed a working 
capital deficit of $18.3 millions, reflecting 
short term notes payable of $21.6 millions. 
In January, 1931, it sold to bankers 
250,000 shares of $5 preferred stock at 
$98 per share, the proceeds of which were 
used to retire bank loans and improve 
working capital position. At the end of 
1931, current assets exceeded current 
liabilities by $2.6 millions. During the 
year the company increased its invest- 
ments in subsidiary companies by $1.5 
million and ‘‘other investments’”’ by $3.4 
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millions. U. G. I. is the largest single 
owner of Public Service of N. J. common 
stock, holding 2,017,490 shares at the end 
of last year, or 36.6 per cent of the total 
outstanding. Last year the company and 
its subsidiaries expended upwards of 
$22.5 millions for additions and improve- 
ments to properties, and outlays for this 
purpose for the current year have been 
estimated at about $20 millions. 


The Trend of Earnings 


Consolidated income account covering 
the year 1931 showed net earnings of 
$37.7 millions, equal to $1.46 per share of 
common, as compared with net of $38.4 
millions, or $1.54 per share in the pre- 
ceding year. Shrinkage in gross revenues 
from $108.3 millions to $105.6 millions 
reflects the curtailed usage of electricity 
and gas by industry during the past year 
as well as rate reductions which repre- 
sented savings to customers of $2.3 mil- 
lions last year. That net earnings in 1931 
were within $693,138 of results for the 
previous year reflects.economies of opera- 
tion placed into effect during the year. 
Inasmuch as the major operating econo- 
mies were placed into effect only during 
the closing month of the year, future 
statements will more accurately reflect 
present operating efficiency. For the first 
quarter of 1932, net income amounted to 
$10 millions, or 39 cents per share, as 
compared with net of $10.3 millions, or 41 
cents, in the corresponding previous in- 
terval. 

Progress of U. G. I. over the longer 
term future is indicated in two directions, 
the first of which should be further con- 
centration of operating subsidiaries along 
the north Atlantic seaboard and increas- 
ing the productivity of these properties 


through intensive merchandising efforts 
in territories served. The second factor 
which is likely to influence future prog- 
ress of the company is to be found in the 
ownership of 6,066,223 of its common 
shares, or 26 per cent, by the United Cor- 
poration. This company in addition has 
substantial investments in Public Service 
of N. J., Niagara Hudson Power, Colum- 
bia Gas & Electric, Commonwealth & 
Southern and Consolidated Gas (N. Y.), 
which dominate the public utility busi- 
ness in the Eastern states. As the inter- 
ests of these units are becoming more 
closely knit by the open policy of inter- 
company investments and interlocking 
directorates it may be logically inferred 
that ultimately there will emerge a single 
unified superpower system with working 
control vested in United Corporation. 


An Attractive Commitment? 


At present prices, U. G. I. common 
affords a current return of about 8 per 
cent on the $1.20 annual dividend, which 
appears reasonably protected by earn- 
ings. The parent company has no funded 
debt, sole capitalization consisting of 
765,216 shares of $5 preferred stock and 
23,254,424 shares of common. The $5 
preferred has preference as to assets and 
$5 cumulative dividends and is callable 
at $110. Earnings available for preferred 
dividends for the 12 months ended 
March 31, 1932, were equal to $47.80 per 
share as compared with $50.48 in the 
preceding 12 months. Priced to yield in 
excess of 6 per cent, this issue would 
appear to qualify as a satisfactory busi- 
ness man’s investment, suitable for in- 
clusion in a diversified list for income 
purposes. 


Government Operation 
For the Rails? 


OVERNMENT ownership of the rail- 
roads has long been advocated in 
some circles, and this question has again 
broken out from time to time in recent 
months. Any such development is not 
in near term prospect, however, and even 
if it were, no grounds exist for apprehen- 
sion on the part of the security holders. 
Railroad bonds would then acquire the 
status of U. S. Government issues, ma- 
terially increasing their market prices 
from current low levels, to say the least. 
Preferred stocks would doubtless have 
to be retired at par, and judging from 
past history common stocks would be 
acquired on the basis of asset value rather 
than earning power. Perhaps full asset 
value would not be paid, but the spread 
between book values of leading railroad 
common stocks and current market prices 
is sufficient to allow a generous discount 
and still have the present owners fare 
handsomely. This is shown by the fol- 
lowing compilation: 


1931 
Book Recent 
Issue Value Market 
Atchison, Top. & 8S. F........ 267 50 
Baltimore & Ohio............ 140 6 
Chic., Rock Is. & Pac........ 144 3 
Great Northern.............. 163 9 
Northern Pacific. ............ 183 8 
Southern Pacific............. 240 10 
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Stanolind’s Strong Position 


Sy 
Editorial Staff, Tue 


N VIEW of the demoralized conditions 
l of the oil industry in 1931, when 

prices receded to the lowest levels in 
history, a number of companies clearly 
demonstrated their strong position by re- 
porting net profits instead of losses after 
their usual heavy charge-offs for de- 
preciation, depletion and _ retirements. 
Standard Oil Company (Indiana) re- 
ported consolidated net earnings of $17.6 
millions after bookkeeping charges of 
$49.5 millions, and showed a deficit of 
$8.2 millions after dividend payments. 
The 1930 record was net of $46.4 millions 
after charges of $54.6 millions, and a 
surplus of $1.1 million after dividends. 
A special item not included in the above 
figures for bookkeeping charges was in- 
ventory adjustment of $6.1 millions in 
1931 and $17 millions in 1930. 

Gross revenues last year were off about 
34 per cent and net after charges was off 
about 62 per cent; but on a cash basis 
(before bookkeeping charges including in- 
ventory adjustment) earnings declined 
about 38 per cent, approximately in line 
with the reduction in gross. Whereas 
the reported net was equal to $1.04 a 
share, on a cash basis results were equal 
to $4.33 a share. Thus payment of divi- 
dends beyond the theoretical earnings 
available for that purpose constituted no 
drain upon financial resources. 


Inventories Reduced 


The decline in total current assets dur- 
ing 1931 from $265.6 millions to $243.7 
millions was practically all due to decline 
in the inventory accounts through a 
combination of lower unit prices and 
actual lower physical volume. This was 
matched by a decline in total liabilities 
from $49.1 millions to $28.8 millions, 
and the net result was an increase in 
current ratio from 5.4-to-1 to 8.5-to-1. 
Cash decreased from $47 millions to 
$27.3 millions, but the total of cash and 
marketable securities increased slightly 
from $88.1 millions to $89.2 millions. 
(Whether these securities are carried at 
cost or market is not known, and no 
information is available as to their 
character.) Net working capital of 
$214.9 millions was equal to nearly $13 
per share (present market price is about 
17), and after deduction of funded and 
long term debt of $48.2 millions was 
equal to nearly $10 a share. 

Consolidated funded debt was reduced 
during the year by about $10 millions 
through calling of $5 millions of the 
Stanolind Crude Oil Purchasing Com- 
pany 54s, and through taking advantage 
of unusual conditions in the bond market 
to purchase bonds of subsidiaries at low 
prices. (There is no parent company 
funded debt.) The outstanding common 
stock was reduced by purchase of 86,552 
shares at considerably below par, which 
were retired. 

Over a period of years Standard of In- 
diana has been improving its integration 
and scope of operations in the central por- 
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tion of the country. It was originally a 
refining and marketing organization, and 
has in recent years been rated as the world’s 
largest producer of gasoline. Its more 
recent growth in production and trans- 
portation has brought it to a position of 
importance in these fields also. In 1930 
it took an important step in this direction 
by purchasing from Sinclair Consolidated 
(now Consolidated Oil) that company’s 
half interests in Sinclair Crude Oil 
Purchasing and Sinclair Pipe Line com- 
panies. 

As a phase of the Indiana Company’s 
expansion program, its 95 per cent owned 
Pan American Petroleum & Transport 
subsidiary built an important refinery in 
the Dutch West Indies and has been ex- 
panding foreign distribution of refined 
products during the past three years, both 
in South America and in Europe. This de- 
velopment resulted in increasing competi- 
tion abroad between Standard of Indiana 
and Standard of New Jersey. Further- 
more, competitive conditions and trends 
in the world oil markets made the develop- 
ment expensive, and the program had 
not been carried far enough to take care 
of all of the Pan American foreign output 
not required by the latter’s domestic 
outlets. 

Another disturbing factor has been 
contemplated in the imminence of a 
tariff or tax on oil imports into this 
country, which would make well-nigh 
impossible supplying Pan American’s 
domestic outlets with its foreign produc- 
tion. To attempt to force these upon 
foreign markets througn further expan- 
sion of foreign outlets would merely 
aggravate the world oil situation. 


The Pan American Deal 


The net result is that Standard of 
Indiana is selling to Standard of New 
Jersey all of Pan American’s foreign 
properties for a consideration of about 
$146 millions in cash and stock, and is 
retiring to its former sphere in the 
domestic field. The plan includes ar- 
rangements for Pan American to secure 
domestic supplies for its Atlantic distri- 
bution in the event of the expected 
tariff or tax on imports. Standard of 
Indiana will thus become a minority 
stockholder in Standard of New Jersey 
to the extent of about 2 million shares 
out of about 27.5 million shares which 
will be outstanding. The final step in a 
far reaching program, which many ob- 
servers believe will one day be seen, 
would be consolidation of the three great 
Standards: New Jersey, California and 
Indiana. 

The Standard of Indiana has a long 
and favorable record as one of the major 
oil units of the country, and appears 
likely to maintain the present $1 dividend 
basis since conditions in the industry 
have improved materially in the past 
eight months or more. The annual indi- 
cated yield at recent market levels is 
approximately 6 per cent. 


Bonds 
for Investment 


In our current list of offer- 
ings, private investors and 
financial institutions will find 
bonds suitable for practically 
every investment requirement. 


This list includes bonds di- 
versified as to type, maturity 
and other investment consider- 
ations, and at varying yields. 


Ask for our pamphlet 
“Tnvestment Suggestions” 


Chase Harris Forbes 


Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 
115 Broadway 230 Park Ave. 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


SAME CARE GIVEN 


to large or small ordefs; 100 share or odd lot units. 


Let us aid you in your investment plans. 


Helpful booklet on Odd Lots sent 
Sree on request. Ask for K6é 


(HisHoLm & (HAPMAN 


Members New York Stock Exchange 
52 Broadway 


New York 


IN ADDITION TO 


dividends—payable semi-annually, by 
either coupon or check, our certificates 
issued in units of $50 to $5,000 offer 


you— 
Safety of Principal 
Guaranteed Income 
Borrowing Privileges 
No Fluctuation in Price 


Acard from youwill bring fulldetails re- 
garding this excellent safe investment. 


Ask for Booklet “’B’’ 


THE BANKERS BUILDING 
& LOAN ASSOCIATION 


1510 Glenarm St. Denver, Colo. 
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BUY STOCKS NOW 


HOSE who bought stocks during the depression 

of 1921 accumulatec astonishing profits during 
the years that followed. One man, who testified 
before the Senate Finance Committee, started in 
a@ modest way in 1921 and ran his capital up to 
$15,000,000 in eight years. 

A similar opportunity is yours today. Those who 
have the courage to buy now will become the 
wealthy men and women of tomorrow. America 
will not fail! Stocks will ‘‘*come back’’—many will 
sell at higher prices than ever before. Just as sure 
as there is a tomorrow. 

We have selected a low-priced stock (now selling 
at $9) which appeals to us as one of the biggest bar- 
gains on the board. If bought now and held only 
until the high of last year is reached, your profit 
will be over 600%. If the 1930 high is touched— 
and there is a possibility that it may be—your 
profit will be over 1200). 

The name of this stock will be sent to any inves- 
tor absolutely free. No obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 357, Chimes Bldg., Syracuse, New York 


$1,000 is the Reward 
of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 
compounded quarterly, gives you $1,000. 
Cali or write for booklet F W-1. 
E R IA L BUILDING LOAN AND 
SAVINGS INSTITUTION 
195 Broadway -170 Fulton St.-162 West Broadway, N.Y.C. 
Organized 1885S 
Resources over $10,000,000.00 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6400 


The Pick Of 
Utilities! 


Send $2 for Special Report W-20 


American Institute of Finance 


260 Tremont Street, Boston, Mass. 


$4 VALUE FOR $2 


This is a half-price Introductory Offer, for a 
limited time only. For $2 we will send our weekly 
bulletin, ‘‘The Trend of Stock Prices,’’ for 2 months. 
The regular price is $24 per year. Simply write your 
mame and address on the margin of this advertise- 
ment, enclose $2, and mail to 


NEILL-TYSON, Inc. 
366 Madison Ave., N. Y. City 


F5-25 


a 
RAIL 
EXPERT 


With years of active railroad experience 
will guide the way in present day oppor- 
tunities and investment success. 

Whatever rail security you are interested 
in—you want to know its comparative 
standing—its management strength and 
its possibilities to snap up with the ex- 
pected market change as judged by a 
recognized operating official. 

Our current letter will be mailed on re- 
quest. When writing please state the par- 
ticular railroads in which youare interested. 


Railroad Analyses 


25 Broad Street, New York City 
Dan N. Bacot, Engineer-Editor 


Endorsed and used by leading financial institu- 
tions, investment trusts, insurance companies, etc. 
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WALL 
STREET 
CHATTER 


By a Customers’ Man 


Mind on 
Washington 


Tus uncertainty and unsettlement that 
emanates from Washington is disturbing 
to even the most analytical and collected 
minds. It being impossible to figure what 
will be coming forth next, it keeps every- 
one in a state of uncertainty, which is 
generally given in explanation of a lack of 
action in both business and banking 
cireles. Reading an evening newspaper in 
the past week I ran across a short market 
comment reading as follows: ‘‘ Washing- 
ton (WX) helped by short covering, 
pushed ahead more than a point. A large 
short interest is still reported in the issue.” 
This was, of course, a typographical error, 
but it serves to outline the general view 
taken of our political headquarters even 
though the writer had Westinghouse 
Electric in mind. 


Prefers 


Preferreds | 


Ons of my customers has been conduct- 
ing a quiet little campaign all his own in 
buying preferred stocks of companies 
which in normal years were paying divi- 
dends at a rate that is in excess of the 
current price of the stock. Having satis- 
fied himself that the company is finan- 
cially strong enough to live through an 
extended period of hard times, it is his 
theory that the restitution of dividends 
on the senior issues will precede the 
common stocks and he will be in a posi- 
tion to benefit at the earliest date. He was 
explaining his plan to a fellow customer 
who had been following a somewhat simi- 
lar plan. He had bought preferred stocks 
that were obtainable at a price equal to 
the dividends they were still credited with 
paying. One by one the dividends had 
been omitted and his investment dwin- 
dled to almost nothing. He was firmly 
convinced that the little title pfd. that was 
tacked on to these stocks had a strange 
meaning, for all these stocks he had pur- 
chased had ‘pfd’ out on him. 


Both Sides 
of the Street 


Is ALL the investigation being centered 
upon the activities of Wall Street no 
more interesting and unusual develop- 
ment has cropped out than the one sur- 
rounding the Rockefellers. Almost facing 
each other on Broadway are two small 
offices. On the twenty-first floor of 25 
Broadway is located the Owenoke Corpo- 
ration, which has small letters inscribed 
down in the corner of the door, ‘‘ Estate of 
William Rockefeller.” It is from here 
that his son Perey has been conducting 
his aggressive short selling campaign for 
which claims of millions of dollars of 
profits are made. Over in 26 Broadway is 


— — = 
EXCHANGE WADING 
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the other important office, upon whose 
door is written, ‘‘John D. Rockefeller, 
Stocks and Bonds.”’ Some of the most im- 
portant orders in the stock market’s his- 
tory have come from within the portals 
of these offices. The large order to pur- 
chase shares of Standard of New Jersey 
which turned the market in December, 
1929, has been duplicated very recently 
by another to buy 200,000 shares of the 
stock at recent low prices. Cousin Perey 
has had most of the breaks on his side 
lately. The tremendous resources of the 
“Jersey Giant” will likely gain their 
point in the final reckoning, for any com- 
pany able to’pay out an extra dividend 
of $25 millions when not earning it and 
in the same breath lay plans to pay out 
another $50 millions in cash as part of a 
$150 million deal is in a position to make 
more than empty gestures in supporting 
the investment status of its stock. 


Gone Are 
the Days 


Ir HARDLY seems possible that only a 


‘few years ago money was changing hands 


so fast down in the Street that every one 
had visions of stepping into the million- 
aire class. Houses were paying premiums 
for experienced help. Offices were being 
opened almost as fast as they could be 
furnished. What was most satisfying in 
our business was the very generous bonus 
we were in the habit of receiving. 
All that is gone and instead of hopeful- 
ness the Street is steeped in despair. 
There are many who will now agree with 
General Dawes that they are or were 
associated with a peanut stand. Corpora- 
tions whose stocks were regarded as the 
bulwark of investment portfolios, have 
since had to eliminate the extra payments 
and finally their regular dividends. They 
are selling down in the penny class. The 
whole world has joined the doleful pro- 
ceedings. Even Monte Carlo, which 
usually declared dividends ranging from 
one to two hundred per cent, has found it 
necessary to omit payments. With all of 
this about us one ean not help but con- 
sider the aspirations of our representatives 
in Washington as satirical in attempting 
to derive increased tax revenue from 
bonus payments and dividends paid out. 
They might just as well establish a tax on 
the wages received by the unemployed. If, 
instead of wasting so much good time with 
nonsensical issues, they would get down 
to business and reduce the costs of gov- 
ernment to the present ability of the pub- 
lie to pay, they would be accomplishing 
something. Either do that or let them 
pack their bags and go home, for by that 
action they would remove much of the 
uncertainty that is delaying a return of 
better business. 
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Board Room Brevities 


Or Gossip the Customers’ Man Hears 


Hluss-on-TH8-Corner Moraans have replaced 60 watt electric bulbs with 40s 
for economy’s sake. . . . Electric Bond & Share corridor burns only two of four 
chandeliers for the same sake and employees wipe their hands on paper instead of linen 
towels. . . . The government has collected a million in taxes from gangsters since 
taking in Capone as a boarder. . . . Childs denies rumors that they will take over 
another chain, but not that they will be taken over. . . . Harrison H. Boyce, of 
Motometer, is suffering a drop from $100,000 to $4,000 annual income. . . . For 
sale: Quantity of super-speed tickers—hardly used. . . . Racketeers attempt ex- 
tortion of $50,000 from William L. Edison, son of Thomas, for unmolested marketing 
of his ‘‘Edistat’’ (static eliminator). . . . Lehman Corp. stock going up while its 
holdings go down looks like some buying—and some selling. . . . On its recent 
stormy trip the dirigible Akron carried 57,000 air mail letters. . . . 


Tue next play will be a smash through center of depression with Hoover coming 
out of huddle with J. P. Morgan, Henry L. Stimson, and John D. Rockefeller, Jr. 
.. . Over 65 per cent of the listed stocks are selling for less than $10 per share. . 
Woolworth is to sell a complete camera for 10 cents. . . . In this land of ‘‘no more 
rich men”’ there was an increase in yacht building last year, bringing our total to 
3,444 vessels. . . . President McInerney, of National Dairy, on his trip abroad will 
be on the lookout for new pastures and contented cows. . . . United Air Lines, 
biggest air transport system in America, flies planes 14 million miles yearly on 6.5 
million gallons of gas. . . . Henry L. (Cities Service) Doherty returns to active duty, 
after six years part time, to open his third tallest skyscraper in the world on Friday 
the Thirteenth. ... 


J ames Cox Brapy, JR., director in fifty corporations, is working in the furnace room 
of Consolidated Gas’ plant. . . . Current steel prices are at the 1912 level but they 
won’t remain there forever. . . . Putting teeth in the army has required the War 
Department to order 60,000 false molars. . . . Walter S. Klee, ex-treasurer of 
§. W. Straus & Co. and nephew of S. W., took the poison route out of his troubles. 
... Grand Jury failed to indict two depositors of closed bank who held it up and 
recovered their funds. . . . Life insurance companies paid out $60 millions last year 
on policies less than one year in force. . . . Kreuger ordered one bad match put 
in with every two good ones and made millions by it—a petty and arch trickster. 
... The so-called ‘‘French”’ telephone handset was invented by Bell Laboratories 
in New York City. ... 


Passwent Hoover will conduct his campaign from Rapidan Camp, which is being 
radio-equipped. . . . Electric refrigerator companies are working on a 24-hour a day 
schedule—Any orders from the Reconstruction Finance to preserve frozen loans? 
... Mexico City threatens boycott on Canadian owned power services unless a 
30 per cent cut in rates is made. . . . John D., Jr., gives his youngsters $2 weekly 
for spending money and says he, ‘‘That’s more than I ever got.” . . . There are 
still $558 millions of the old large sized bills outstanding after three years of small 
money. . . . The government is casting inquisitive eyes toward Gillette under the 
anti-trust laws. . . . A new film combine is likely if William Fox will take $16 mil- 
lions instead of the $25 millions demanded. . . . 


Laser FisHer, vice-prxy of GM and prxy of Cadillac, is being sued for a million 
on alleged unpaid paintings. . . . Postal savings have reached a new high record 
of $714 millions. . . . H. Parker Willis disclaims being author of dispatches to 
Paris which encouraged heavy gold withdrawals. . .. Department stores are 
adding new divisions to stimulate sales. . . . New York and San Francisco are the 
only two major cities having unlimited five-cent fares—the average in 256 cities is 
781 cents. . . . Dull times in the movies are bringing many artists before the micro- 
phone at fancy prices. . . . Speaker Garner takes credit for able handling of Con- 
gressmen by telling them the truth—he has not been averse to telling President 
Hoover a few things, either. . . . International Harvester has closed its German 
plant at Neuss. ... 


Nosrox Conway, Exchange member and son-in-law of Frank A. Vanderlip, lost 
his two weeks old home by fire and almost burned up papa-in-law’s mansion with 
it... . A sign in the beer parade read, ‘‘Put the saloons back on the corner where 
they were and throw out the banks that replaced them.” ... Motion picture 
exports dropped from 122 million feet to 75 million feet last year. ... R. F. C. 
loans have a three-year life and most recipients are already worrying how they can 
pay up. . . . Depression divorces are a topic in Washington to get around clause 
mM economy bill calling for dismissal of married women employees. . . . Russia has 
purchased 6,000 tons of Cuban sugar at .65 of a cent per pound. 
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Odd Lots 


the value of diversifying their 
security holdings into various 
classes of seasoned high grade 
issues. 

The conservative new investor 
will want to know the many 
advantages offered to both 
large and small investors in 
purchasing Odd Lots of sound 
securities. 

We have prepared an interest- 
ing booklet which explains 
trading procedure and our re- 
quirements. 


Ask for F. W. 526 


100 Share Lots 


John Muir&.( 


New York Stock Exchange 
39 Broadway New York 
Branch Ofice—11 West 42nd St. 


“Principles of Investment’ 


An informative booklet describing un- 
sound investment procedures, the many 
factors that must be understood correctly 
in the selection of different types of securi- 
ties, and how to formulate a sound invest- 
ment program. A copy may be had by 
writing department 33. 
Brookmire Economic Service, Inc. 

551 Fifth Avenue, New York City 


LUCKIES are always 
kind to your throat 


“RECOVERY 
B 


y 
Sir Arthur Salter 


is a notable book dealing with the way out. 
It presents a map of the difficult economic 
and political paths over which we must now 
find our way. It shows the obstructions 
we shall meet and practicable 
special problems oney Gold, it 
and Finance, Reparation and Governmental 
Regulation and Control, and Political 
Security. It shows what has been achieved 
thus far and points out the defects that have 
ee in each of these spheres, their 
mutual relations and reactions, the part each 
plays in the troubles of this time—and it 
a along what lines some remedy or 

orm may be sought. Don’t miss this much 
talked of book which gives a complete view 
of the world crisis. Sent postpaid for $3.00. 
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Dividends Declared 


Pe- oe Hidrs. of 
Company Rate riod a Record 
Surpass Shoe Strs. pf....$1.75 Q July 1 June 15 
of $1.50 S Aug. 15 July 9 
Aloe (A. 8.) Co., pf.........++- $1.75 Q July 1 June 21 
$1.75 Q Oct. 1 Sept. 21 
Q July 1 June 20 
Allegheny Steel pf..........-- $1.75 June 1 May 14 
Amer. Dock Co. pf.......+.+++-+ June 1 May 20 
Amer. Thread July 1 May 31 
Associates Investment.........-- $1 Q June 30 June 20 
Atl. Refining... 25c June 15 May 21 
Atlas Utilities pf. A........-.-.- 75c June 1 May 20 
$1.75 Q July 1 June 10 
0 $1.50 Q J 1 June 10 
Baton Rouge Eiec., $6 div. pf...$1.50 Q June 1 May 13 
Bklyn. Union Gas.........---- $1.25 Q J 1 June 1 
. Coated Pap.......-.-- $1.50 ay ay 
$1.75 3 July 1 June 20 
$1.75 July 1 June 20 
Ry 62%c Q July 1 June 8 
Chestnut 75c Q June 4 May 20 
Gia. N.O.4&T. P.Ry.....--- S June 24 June 6 
Elec. i Power 
Q July 1 June 15 
Cen. G. & E. $1.6246 Q June 1 May 14 
Cen. Ind. Pwr. 7% pf.....----- $1.75 Q June 1 May 20 
Cent. Ohio Lt. & Pwr. $6 pf....$1.50 Q June 1 May 16 
Clark Equip. pf....... ‘$1.75 Q June 15 May 31 
Coast Counties Gas & Ist 
pf. $1.50 Q June 15 May 25 
Coca-Cola Inter........------ $3.50 Q July 1 June 14 
Q July 1 June 14 
Columb. Plotures nf 75¢ Q June 1 May 19 
Cork & Q June 20 May 31 
Q June 15 May 31 
75 Q May 31 May 20 
Dartmouth Mfg. pf.....-.---- $1.25 Q June 1 May 9 
Delaware R. R. Co.......----+++ 1 S July 1 June 15 
Dresser (8S. R.) Mfg., A.....----- 75c Q June 1 May 21 
du Pont (E. I.) de Nemours Q June 15 May 25 
Eastman Kodak.........----- 1.2 uly une 
tte. BR. 8 une ay 
Fanny Farmer Candy Shops, p' une 1 
First Nat'l Bk. May 31 May 26 
Gallagher Drug pf.........----- Q May 15 May 5 
Do 7% ph. $1.75 Q May15 May 5 
$1.50 June 15 June 5 
Gas & Elec. Secur.......-.------ June 1 May 14 
M June 1 May 14 
Gas Securities, pf.........-.-++- M June 1 May 14 
General Q June 15 June 1 
Georgia R. R. & Bkg.....----- $2.50 Q July 15 July 1 
Gt. Northern Paper.........++-- 60c Q June 1 May 20 
Gulf Sts. Util $6 $1.50 Q June 15 June 1 
$1.371446 Q June 15 June 1 
ousehold Fin. A.......-.-++++- ‘une 
90¢ Q July 15 June 30 
$1.05 Q July 15 June 30 
Til. Cent. R. R. Isd lines. . ...$2 8 July 1 June il 
Indianap. Water pf,A......-- $19 QJ 1 June 11 
Katz 50¢ Q June 15 May 31 
Kaufmann Dept. Stores pf... . - J uly une 1 
$1.50 Q July 1 June ll 
75¢c Q June 30 June 13 
Lord & Taylor........-.-+-++- $2.50 Q July 1 June 17 
Mapes Cons. Mfg.......-.---+-- 75c Q July 1 June 15 
50c .. Aug. 1 July 15 
Mead $1.50 Q June 1 May 15 
Meteor Motor Car........----+- 10c .. June 1 May 20 
Morrell (John) & Co......-..--- 50c Q June 15 May 21 
Finance Corp........---- 25¢ Q May 31 May 24 
40c Q June 1 May 21 
Mug Mot. Spec., A........---5- 50c Q June 1 May 20 
Nat. Rend 25c .. June 15 June 1 
Nat. Sug. Refin. N.J.........--- 50c Q July 1 June 1 
25¢ Q June 15 May 31 
Neb. Power 7% pf.....------- $1.75 Q June 1 May 14 
ee aa $1.50 Q June 1 May 14 
New Eng. Tel. & Tel. ........-.-- $2 Q June 30 June 10 
“Newberry (J. J.) Co.........-- July 1 June 16 
10¢ June 30 May 21 
Nor. C. Tex. Oil pf........-- $1.6244 Q July 1 June 10 
North Penna. R.!R........------- $1 Q May 25 May 16 
Penick & Ford..............-++- 25c Q June 13 May 30 
Q July 1 June 10 
Pitts, Y. & A. Ry., pf........-- $1.75 g June 1 May 20 
ter & G.5% pi........---+ 1.25 June 15 May 25 
Public Serv. of N.J......-.-+--- 85c June 30 June 1 
aaa $2 June 30 June 1 
SS ae $1.75 June 30 June 1 
$1.25 Q June 30 June 1 
50e M June 30 June 1 
Secord (Laura) Can 75c Q June 1 May 16 
Simon (H.) & Sons, Ltd, pf... . . $1.75 Q June 1 May 20 
pf. e Sa $1.75 Q June 30 June 11 
25c .. June 30 June 11 
ee ear $1.75 8 June 1 May 17 
Tel. (Kans.)...........--- $2 Apr. 15 Mar. 31 
$1.75 Q Apr. 15 Mar. 31 
rr 40c Q June 30 June 15 
Dopt TAP $1.75 Q June 30 June 15 
Union Pacific R. R...........- $1.50 .. J 1 June 1 
Western Auto Sup.,A.........-- 25¢ Q June 1 May 20 
Q June 1 May 20 
Wis. ELP. 616% pf.......-- $1. £214 Q July 1 June 15 
50 Q July 1 June 15 
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Gold Clause and the Bondholder 


By ANDREW A. BOCK, Ph.D. 
Editorial Staff, Toe Financia, 


the indenture of governmental and 

corporate obligations is almost 
uniform in the United States, and its 
purpose was clearly set forth in an 1899 
decision of the Supreme Court of Ala- 
bama: 


"Tite use ‘of the gold coin clause in 


The evident purpose of making the 
bonds payable in gold coin of present 
standard of weight and fineness is to 
give them fixed and stable value on 
their face, not subject to fluctuations 
in the value of certain kinds of cir- 
culation medium or to future ap- 
preciation or depreciation of the pre- 
sent value of gold coin. 


This gold coin clause, which is almost 
exclusively used in American loan con- 
tracts specifies payment in gold, but for 
all practical purpose neither the borrower 
nor the lender expects that actual pay- 
ment is to be made in gold, and settle- 
ments of such obligations are usually 
made through transfer of bank funds. 

As long as a country is on the gold 
standard the gold clause in domestic 
contracts is given little attention. How- 
ever, in the event of a sharp depreciation 
of the national currency through drastic 
inflationary methods such as the creation 
of fiat money on a large scale, as has been 
advocated in some political quarters, 
the gold coin clause assumes pertinent 
significance. While it is obvious that our 
present monetary system, based on a gold 
reserve of over $4.3 billions, is strong 
enough to withstand any attack from 
abroad, it is equally certain that a cur- 
rency inflation, if carried too far, would 
force the United States off the gold 
standard. 

Suspension of the gold standard could 
become effective only through a legal 
change in our monetary laws. This 
would imply a liberation of the Federal 
Reserve System and the government 
from their pledges to redeem their cur- 
rency in gold. Furthermore, free open 
market dealings in gold would likely be 
prohibited as well as purchase and sale 
of gold coins at a price above their face 
value. The depreciated paper currency 
would “become legal tender and as the 
government itself would pay its current 
debts in the depreciated currency, all 
private debtors would be allowed to do 
likewise. Theoretically such a develop- 
ment would increase the number of units 
of the legal tender currency in which 
obligations contracted under the gold 
coin clause would have to be repaid. 

However, on the basis of monetary 
history during the last three decades it is 
highly problematical whether the gold 
coin clause would provide this theoretical 


protection. It is part of the sovereignty 
of the United States government to fx 
the legal tender and to permit debts to be 
liquidated otherwise than by actual gold, 
Should the government change the mone 
tary laws, abandon the gold standard 
and create a managed currency, it would 
with the same authority decree th 
legality of payments of its own short and 
long term obligations in the nominal valu 
of the depreciated currency. Assuming 
for the sake of argument a 50 per cent 
depreciation of the dollar, the holder of 
$1,000 4 per cent United States govem 
ment bond would continue to receive 
$40 interest per annum although the valu 
of this amount in terms of gold woul 
be only $20. There is no reason to 
assume that in case of a suspension of the 
gold standard the United States govem 
ment would pay a premium to holders o 
its bonds—notwithstanding the fact that 
these bonds contain the gold clause. 
According to a decision of the Supreme 
Court of the United States, this obligation 
to pay a certain number of gold dollars 
is legally nothing else than an agreement 
by which one party binds itself to pays 
certain weight of fine metal to the othe. 
But, when the gold standard is abar 
doned and subsequently no free gold 
market exists, the fulfilment of such 
contracts becomes impossible. Further 


“SQUARE 


OOK the fact in the face— 
we agree that that is good 
advice. But first be absolutely 
sure ij is a fact by walking all 
around it and studying it from 
all angles. 

A mirage looks like a fact from 
a distance, but it disappears as 
you come nearer. 

Study and vision will help you 
to recognize a fact as a reality. 
Try the reliable advertisers in 
this magazine who know how to 
sift the wheat from the chaff— 
the facts from the dreams. 
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more, when under such circumstances 
the: government declares the new de- 
preciated currency legal tender and con- 
tinues to discharge its own obligations in 
this currency disregarding the relation- 
ship to the value of gold, private debtors 
eould hardly be forced to follow another 
eourse and repay their gold obligations 
with as many units of the depreciated 
eurrency as would be equivalent to their 
gold value. 

The case of France may be quoted as a 
good example of the legal aspects of such 
a controversy between the government 
and the holders of domestic bonds. In a 
test case in the French minor courts the 
latter stated the the law which had freed 
the bank of issue from redeeming its notes 
in gold was a law based on public policy 
(ordre public), and that the gold clause 
was contradictory to said law and was 
therefore void. This negative attitude 
has been maintained in all higher courts 
and consequently holders of French ob- 
ligations, governmental and private, 
which were contracted under the pro- 
tection of the gold clause before the war, 
were paid in depreciated paper francs and 
are now, after the stabilization of the 
French frane, receiving only one-fifth 
the value in gold for which these obliga- 
tions were originally contracted. 

In the light of historical precedent it 
appears to be at least very doubtful 
whether the gold coin clause, created to 
protect the bondholder against possible 
depreciation of the currency, would 
prove to have any practical value in case 
this country should have to give up the 
gold standard as the result of an unwise 
and exaggerated inflationary policy. 
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English Point of View 


E MAY believe Hades has broken 

loose with us, but that is due en- 
tirely to our jangled nerves. In that 
state of mind it is not always possible for 
us to exercise the normal judgment that 
others can who take stock of our prob- 
lems from a disinterested standpoint. For 
that reason it might allay our alarms and 
disjointed nerves to read what others say 
of America. 

In this respect the recent opinion of the 
London Times, the old conservative 
thunderer reflecting the opinion of finan- 
cial England, will hearten us. Editorially 
it comments on the fact that Congress is 
at fault for its failure to combat the 
crisis. America itself is sound and the 
country has not lost any of its gigantic 
resources. Hence, in the opinion of the 
Times, there is nothing very terrifying in 
a deficit, for the credit of the Government 
would not be seriously impaired if 
America has to raise a large amount by a 
loan. What we suffer from, the Times 


American . 


..1n name 


and ownership 


EVERY state in the Union is 
well represented among the stock- 
holders of the American Tele- 
phone and Telegraph Company. 
They include men and women 
in all walks of life — executives, 
laborers, clerks—a vast invest- 
ment democracy. 

No one person owns as much 
as one per cent of the outstand- 
ing shares, the average number of 
shares held being less than thirty. 
Such widespread and diffused 
ownership imposes an unusual 


obligation on the management to 
see to it that the savings of these 
more than 650,000 people are 
secure and remain so. 

An indication of how faithfully 
this public trust has been carried 
out is the fact that dividend pay- 
ments by the American Tele- 
phone and Telegraph Company 
and its predecessor have been 
uninterrupted over a period of 
more than fifty years. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Ix. 


195 Broadway, New York City 


Superintendent is placed in an extremely 
delicate position. ‘ 


following the proceedings of the Broderick 
trial, it is as if Justice herself is wilfully 


It is just as much his duty to the 
public welfare to bend all his energies 
towards saving embarrassed financial in- 
stitutions from failure (if there is such a 
chance), and with it further embarrass- 
ment to the general situation, as it is to 
close them up when no such opportunity 
presents itself. Under these circum- 
stances he very often finds himself being 
damned if he does and damned if he 
doesn’t. 

Yet whatever he does, to charge him 
with wilful neglect seems in this case ex- 
tremely unfair, and moreover if this is to 
be a communities’ attitude, it will dis- 
courage high minded citizens from serving 
hot promptly closing the Bank of United the people in a public capacity. In the would have invited upon himself severe 
States. In a financial crisis the Bank minds of the majority who have been condemnation by such arbitrary action. 
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blinding her eyes to the true essence of 
the case; as if she is willing to allow a 
scapegoat to be found as a sop to the in- 
dignation which the failure of the United 
States Bank aroused. 

If Broderick erred at all, and few 
think he did, the responsibility rests upon 
the high banking sources which assured 
him that they would save the institution 
either by merger or by completely chang- 
ing the management and putting fresh 
capital into it. On such strong assurances 
of aid, a banking superintendent would 
have been regarded as wilfully neglecting 
the publie interest had he rested solely 
on his authority to close the bank. He 


says, is that our party leaders seem al- 
most to have abdicated their functions at 
a time when their guidance is so urgently 


needed. This is common sense. It is the 
truth. 


v 


Broderick’s Trial 


NEW YORKERS are being treated 

to the unusual spectacle of a 
Public servant being tried for endeavor- 
ing conscientiously to do his duty. This 
is the position Joseph A. Broderick, the 
State Banking Superintendent, is placed 
i. He is charged with wilful neglect in 
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WEEKLY RECORD OF EARNINGS 


12 MONTHS ENDED APRIL 30: 


1932 1931 
Net Earnings Per Share Net Earnings Per Share 


$10,033,523 $7.88 $10,904,252 $8.58 
Eastern Gas & Fuel Assoc............. 5,305,027 
6 MONTHS ENDED APRIL 30: 
13 WEEKS ENDED APRIL 30: 
Bohack (H. C.) Company............. 273,602 2.07 106,415 0.49 
16 WEEKS ENDED APRIL 23: 
Bons, Tac...... 313,500 p5.12 511,602 p8.36 
28 WEEKS ENDED MARCH 11: 
Loew's 5,264,729 3.13 6,879,960 4.22 
3 MONTHS ENDED MARCH 31: 
Addressograph-Multigraph............ 140,658 0.18 197,216 0.26 
Air-Way Electric Appliance............ d102,870 nil 2,472 p0.12 
American Safety Razor............... 145,157 0.73 218,078 
d22,261 nil d26,329 nil 
Aviation Corporation. ................ d823,872 nil d334,436 nil 
Briggs Manufacturing................. d953,993 nil 43,731 0.02 
379,376 nil d735,474 nil 
d134,166 nil d15,854 nil 
Coca Cola International............... 841,847 45% 851,432 
Serre 277,954 0.51 560,501 1.04 
182,793 0.12 315,405 0.20 
d27,828 nil 1,80 
Fairbanks Company.................. d75,331 nil d65,209 nil 
ss d34,129 nil 507,720 5.46 
d100,597 nil d93,335 
International Cement................. d409,713 nil 410,909 0.65 
Keith-Albee-Orpheum................. d709,826 
d183,159 nil d14,426 nil 
Newton d126,132 nil d67.943 nil 
d68,570 nil d49,534 nil 
eee 61,319 0.10 124,722 0.51 
Pacific Public Service. ..............0. 25,030 p0.06 75,958 0.18 
Spicer Manufacturing.............ces0. d171,880 nil d310,353 nil 
Tide Water Associated Oil............. 527,602 p0.78 d191,575 nil 
d49,994 nil 170,363 0.43 
United American Bosch............... 306,259 nil d89,847 nil 
United Business Publishers............ 40,264 nil 64,346 p1.22 
United States Freight................. 650 d116,148 nil 
White Sewing Machine................ d455,996 nil ,06 nil 
6 MONTHS ENDED MARCH 31: 
Kelvinator Corporation. .............. d668,284 nil £20,149 
12 MONTHS ENDED MARCH 31: 
Central Illinois Public Service.......... 13,366,753 $3,825,864 
Columbia Gas & Electric.............. 19,872,901 1.21 24,498,798 1.59 
Federal Light & Traction.............. 1,537,293 wiles 1,618,472 bak 
d Deficit. |f Before Federal Taxes. pOn Preferred. t Before depreciation depletion. 
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tinue a downtrend until approaching the 
$300 million level. Borrowings of out-of- 
town reporting banks will likely be re- 
duced to around $125 millions before they 
start a purchasing program of their own. 
The struggle for profitable employment 
for funds will create greater leniency to- 
ward commercial borrowers. Let the 
banks lose a small part of their current 
fears and they can readily see that this 
is one good time to advise (and help) 
their customers to stock up with com- 
modities at such ridiculously low levels. 
Thus will business be stimulated and com- 
modity prices be brought to levels more 
consistent with the cost of producing 
them. Member banks now have about 
$300 millions of excess reserves, or enough 
to expand their credit $3 billions should 
they come around to the constructive 
side. 

Bank buying accompanied by rising 
prices would need no other incentive to 
encourage new purchases by the public. 
Hints are frequently given that a bond 


76 


buying pool is being organized to take 
advantage of the current attractiveness 
of securities. This may be, and there 
appears enough good reason for such an 
operation. No pool, no matter how 
strong, could compare its force or in- 
fluence with the one that exists in this 
policy of the Federal Reserve. It is inter- 
esting to know that of all the funds that 
the banks have available for loans and 
investments, there is now a greater por- 
tion of them placed in investments than 
at any time in the past ten years. For 
the entire system, investments other 
than governments amount to 65 per 
eent of their loans as against 35 per cent 
before the break in 1929. For New 
York City banks, investments are 50 
per cent of loans as against 25 per cent 
in 1929 and out-of-town banks have 75 
per cent against 40 per cent at the earlier 
date. There is no questioning the thought 
that banking opinion is strongly favoring 
investments as a most promising means of 
employing their own funds. 

It is planned to publish each week in 
Tue Financtat Wortp a tabulation 
showing the changes taking place in 
these eight items so that progress can be 
followed. Brief comment will also be 
made in “The Trend of Things.’”’ With so 


much depending upon the success gf 
this operation it is one that should hy 
very closely followed by the investor 
a clue to the termination of the depres. 
sion. Having an understanding of th 
progressive stages of the plan, there jy 
no need for disappointment in what ha 
already been accomplished. To be abl 
to carry out the program would mea 
eventual success and there appears noth. 
ing insurmountable standing in the Way 
of it at the present time. 


Not All Pools Are Bad 


Oe of the dangers of the current 
Congressional investigation of Wall 
Street is that the probers will undoubtedly 
exaggerate the unfavorable developments 
without considering as an offset the good 
and constructive side of the picture; 
an unfair procedure, for no case can be 
properly weighed without including: all 
the related facts. 

Wall Street has its faults, just as any 
other important field of human activity, 
Bear raiding is unfair and a damaging in. 
fluence in times of market crisis, but this 
fact should not be exaggerated into the 
conviction that short selling in normal 
times is any more unethical than the 
purchase of stocks. In one session of the 
investigating committee, such pool opera- 
tions as had been unearthed were pre 
sented for public consumption as de 
picting one of the evils of Wall Street 
practice. That would be a blanket in 
dictment of a method which has worked 
more times for the benefit of the investing 
public than against its interests. 

The famous Munsey pool in Steel, or 
ganized when the issue was selling around 
$8 a share, was formed to reawaken the 
confidence of the public in Steel and 
American industry in general. It sue 
ceeded in its purpose, the members of 
the pool risking nearly $20 millions to 
gain that end. Few would hold that the 
aim was not worthy, or that those who 
had the courage were not entitled toa 
profit. 

Not all pools are improper. In a broad 
sense, about the only way which Wall 
Street has to attract public attention to 
securities which are undervalued is t 
create activity in them. It is an effective 
method of advertising, and there is 
nothing unethical or dishonest in this 
method of making a security popular 
when it possesses good earning power and 
has prospects of expansion before it, and 
is selling for less than its intrinsic value. 
Many of the pools which have existed it 
the past were formed for legitimate put 
poses, such as to increase the number 
stockholders by distributing the owner 
ship of a corporation over a large numbe 
of small stockholders rather than having 
it concentrated in the hands of a few, 
and very often pools are formed to stabil 
ize the market for an issue. This methol 
is honest, but it can be abused when it # 
applied to a worthless security. 

That there have been bad pools, is no! 
denied; but their occasional existent 
does not warrant an attitude of generil 
condemnation of pool operations. The 
merchandise business is not pillori 
before public opinion as dishonest jus 
because some merchants employ subte 
fuges and untruthful statements in thet 
advertising, nor is the medical professi0® 
placed under a stigma because m 
practitioners are sometimes discov: 
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Public Utility 
Topics 


Electric Output 
Trend Downward 


Reports of electric power output for 
recent weeks reveal that the electric light 
and power industry is presently operating 
on a severely curtailed schedule, especially 
in those sections of the country which are 
highly industrialized. During the month 
of April, electric power output for the 
country as a whole was some 11 per cent 
below April, 1931, whereas the output 
for the three preceding months showed 
decreases of 9.5 per cent, 6.1 per cent and 
5.7 per cent, respectively, from the cor- 
responding months of last year. This 
trend has a twofold significance. It indi- 
cates, first, that those companies engaged 
in the business of producing and distrib- 
uting electric energy have suffered a pro- 
portionate decrease in gross revenues 
during this period and that activity of 
certain basic industries continues to ebb. 
A very large portion of total power util- 
ized by the manufacturing industry in 
this country is electric and for this rea- 
son the trend in electric power output 
has a barometric value as indicating the 
general level of activity in a large number 
of basic industries. 


The Sectional 
Trend 


While output of electric energy is 
currently running some 12 per cent below 
a year ago, certain sections of the country 
are making a comparatively better show- 
ing than others and the country as a 
whole. This is particularly true of the 
Atlantic seaboard areas. Thus for the 
week ended May 7, 1932, electric output 
for the country as a whole showed a 
decrease of 12.7 per cent from the cor- 
responding week of 1931, whereas the 
Atlantic seaboard showed a decline of 
but 8.9 per cent. The central industrial 
region outlined by Buffalo, Pittsburgh, 
Cincinnati, St. Louis and Milwaukee, 
registered as a whole a decrease of 16.3 
per cent. 


Effect on 
Earnings 


While it is true that curtailed demand 
for electric energy is reducing the earning 
power of a large number of purveyors 
of this commodity, net profits for the 
industry as a whole are not suffering as 
severely as electric output figures might 
indicate. Profits of the industry are 
governed by many factors, the most im- 
portant of which are volume of demand 
and costs of production. Costs of pro- 
duction in 1931 were increased sharply 

use of drought conditions and result- 
ant curtailment in hydro-electric plant 
activity. The trend has been reversed 
in the current year, however, by favor- 
able climatic conditions in nearly every 
section of the country and the result is 
that a larger percentage of total output 
Is generated from hydro-electric 
plants than in the year 1931. 
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This is one of a series of 
discussions on topics of 
importance to business 
men and investors 
alike, and constitutes an 
analysis each week of 


one of the following {in 
the the 
automobile industry, 


the steels, public util- 
ities, railroads, and 
investment trusts. 


Water Power 
Helps Profits 


For the 12 months ended March 31, 
1931, total electric output was 87.3 bil- 
lion kwh. Of this amount 68.4 per cent 
was generated by fuel and 31.6 per cent 
by water power. During the 12 months 
ended March 31, 1932, total electric 
output was 84 billion kwh, of which 
amount 65 per cent was generated by fuel 
and 35 per cent by water power. In 
March, 1931, total electric output was 
7.4 billion kwh, 67.4 per cent being gen- 
erated by fuel and 32.6 per cent by water 
power. In March, 1932, however, this 
ratio stood at 57.8 per cent and 42.2 per 
cent, respectively. Due to the lower 
costs of production of electric energy 
from hydro-electric plants, it is quite 
possible that greater utilization of water 
power at the present time will serve to 
offset lower gross income as a result of 
declining demand from industry. 
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pill to swallow but unless taken the in- 
dustry may have to pass through a much 
more severe readjustment. Probably 
the moving picture magnates fear that 
if they drop their headliners their receipts 
will suffer. But as long as talent is so 
much in supply (and in the final analysis 
talent is what the public is willing to pay 
to see), replacement will not be difficult 
and material for good pictures will not be 
lacking. 

What seems to be another blunder 
which the industry is continuing, despite 
the times, is its strongheadedness in 
keeping the prices of admission high in 
its premier houses. Only the outstanding 
successes can legitimately demand a 
price of 85 cents to a dollar, but this 
standard rate is maintained whatever 
might be showing, good, bad or indif- 
ferent. 

A few weeks later the very same 
pictures will be shown in outlying houses 
at reduced rates. The public has sensed 
this situation and waits until it can see 
them at a reduced cost instead of going 
to the higher priced palaces. Crowded 
houses at more reasonable prices are far 
more profitable than only partially filled 
ones at high rates. 

The industry will overcome its mis- 
takes. If not through voluntary recogni- 
tion of them, then by forced necessity, but 
when they are overcome the future will 
assume brighter prospects. In the mean- 
time, with its securities selling at sheriff’s 
prices, all its vicissitudes would seem to 
have been overdiscounted were it not for 
the ever present possibility that assess- 
ments might become necessary for stock- 
holders to retain their interest in their 
companies. 


Oils — Now? 


| Over three years now, while many were 
bullish on oils, American Securities Service 
has warned against them. At present 
Prices, deflated, are these oil stocks finally 
cheap, and a purchase now— 
Stand. N. J.? 


Royal Dutch? 
Shell Union? 


At. Refining? 


Houston Oil? Seaboard Oil? 
Phillips? Texas Corp.? 
Stand. | Ind.? Continental? 


{| If holding or interested in oils, do not 
fail to send for a copy of our Special Report. 
Mailed free, to acquaint you with our Ser- 
vice. Simply ask for 

**Special Report on Oils’’ 


AMERICAN SECURITIES SERVICE 
106 Norton-Lilly Building, New York 


For You 


Would you like to receive one of the many $25 : 


checks which Toe Wor will give 
to its friends during the next three months? 
The conditions for qualifying for one of these 
$25 checks are quite simple. 

You probably can qualify in a single week by 
explaining to some of your friends our unusual 
offer to new yearly subscribers for Tue Fi- 
NANCIAL WoRLD. 

Before you forget it, write us today for details 
of our $25 offer to readers of THE FInaNctaL 
Wor vp who will do a little work for us. 


H. L. VONDERLIETH 


Circulation Manager 
53 Park Place New York 


Furnished Cottages To Rent 
At Lake George, N. Y. 


Camp 2 Bedrooms.... 
Camp 3 Bedrooms.... $600.00 for season 
House 5 Bedrooms.... $700.00 for season 
House 6 Bedrooms. . . . $2,500.00 for season 
A. B. LEOTAUD, 

137 Glen St., Glens Falls, N. Y. | 


$375.00 for season 


Phone 1062 


PRICE RANGER 


provides a simple and inexpensive means of 
keeping a graphic record of the day-to-day 
price fluctuations of individual stocks, bonds, 
market averages, commodity prices, etc., in 
@ permanent and useful form for reference. 


Write For Details 


Reamer Keller 
53 Park Place, New York 


4 QV | 
of consecutive Serving 
quarterly 
DIVIDENDS 


Capital Stock Listed on the 
Stock Exchange 


COMMONWEALTH 
EDISON COMPANY 
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COMING DIVIDEND MEETINGS 


MONDAY, MAY 23 


Arizona Power (Pfd.) 
Bendix Aviation 
Boston Woven Hose (Pfd. & 


Clorox Chemical (Cl. A & B) 
nwealth Utilities (Cl. 
A&B, com.) 
Continental Gas & Electric 
Draper Corp. 


TUESDAY, 


Monsanto Chemical Works 


Electric Cgntroller & Mfg. 

Fink (A.) & Sons 

Foster Wheeler (Pfd.) 

ner-Denver 

Hachmeister-Lind (Pref. A) 

Peoples Telephone 

Reading Co. (2nd Pr (Pt 

Rochester Central Pr. (Pfd.) 

Springfield (Mass.) Fire & 
Marine Ins. 

Warner 


MAY 24 
& District 


Neue 
N. Y., N. H. & Hartford 


(Pfd.) 
Philadelphia Electric Power 
Port Huron Sulphite & Paper 
(Pfd.) 


WEDNESDAY, MAY 25 


American Bank Note (Pfd.) 
American Tobacco (Pfd.) 
Automatic Signal Accept- 


ance 
Bandini Petroleum 


Claude Neon General Adver- 
tising 
Commercial Solvents 
— Power & Lt. ($7 & $6 
) 


Federal Bake Shops (Pfd.) 
Great Western Sugar (Pfd.) 
Public Service (Conv. 


Gat Dust (Pfd.) 
Water (Cl. A Pfd. 
Hercules} Powder 
Helme (George W.) (Pfd. & 
m. 


Illinois Bell Telephone 


International Cement 
International Silver (Pfd.) 


Loudon Packing 
Works (Pfd. 
Com. 
McLellan Stores 
National Breweries, Ltd. 
New England Pr. ion (Pfd. 
& Com.) 
New York Investors Inc. 
New York Telephone (Pfd.) 
Nova Scotia Light & Power 
Parke Davis & Co. 
Penna. Water & Power 
Pure Oil (Pfd.) 
Ruberoid 
Second Intl. Securities (Pfd. 
Com.) 
agner Electric 
Warren Foundry. 


THURSDAY, MAY 26 


Allied Chemical & Dye (Pfd.) 
Bell Telephone of Pa. (Pfd.) 
Bon Ami 


Warner (Pfd. & Com.) 
B & Susquehanna R.R. 


of N. Y. 
a State Telephone 
Eastern Gas & Fuel 
General American Tank Car 

> Railway Signal (Pfd. 


) 
Georgia Power ($6 & $5 lw 
Great — Power (7% & 
6% Pfd. 
Halifax (Nova Scotia) Fire 
Insurance 


FRIDAY, 
Home Products 


Citizens Water Co. (of Wash- 


Com.) 
Greenwich & Gas 
tem Inc. (Pf 
Haloid 
MacBeth-Fvans Glass 
National Standard 


MONDAY, 


Briggs & Stratton 
Consolidated Laundries 


Little Miami R.R. 

Merchants Refrigerating, New 
York (Com.) 

Midvale Co. 

National Lead (Pfd. & Com.) 

National Public Service (Pfd. 
cl. A & B) 

National Standard 

New York Steam ($6 & $7 


Pfd.) 
Corp. (Pid. & 


Reading Co. (2nd Pfd.) 

fg. 

Todd Shipyards 

Toledo Edison (7% & 6% 
Pfd.) 


Traylor Engineering (Pfd.) 
Union Bank & ‘Trust, Los 


Angeles 
United Amusement (cl. A & 
Yale & Towne Mfg. 


MAY 27 


Ohio Cities Water om 
Power Corp. of Canada (Pfd. ) 
Rochester Telephone 
Southern California Edison 
(Orig. Pfd. & Pfd. “C’’) 
Canada P. 


uthern 


(Pfd.) 
Viau Biscuit, Ltd. 
Virginia Public Service 
Westmoreland 
Westmoreland, 
Westmoreland Water (Pfd.) 


MAY 30 


Gardner Denver (Pfd.) 
Holland Furnace 


TUESDAY, MAY 31 


American Can (Pfd.) 
Anchor Cap (Pfd. & Com.) 
Assoc. Breweries of Canada 


Investors Providence, 
R. I. (Pfd.) 


Koppers Gas & Coke 

Liggett & Myers (Pfd.) 

Mapes Consolidated Mfg. 

F. E. Myers & Bros. (Pfd. & 
Com.) 


National Surety 

Northern Ontario Power (Pfd. 
& Com.) 

Ontario Loan & Debenture 

Wesson Oil & Snowdrift 
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On the 


New York Curb 


Edited by A. Weston Smith, Jr. 


4 Alabama Great Southern ‘“C” 


Interrupting a dividend record unbroken 
since June, 1909, directors of Alabama 
Great Southern Railroad have omitted 
the $2 semi-annual dividend on the com- 
mon stock due June 30, 1932. They also 
reduced the annual dividend on the pre- 
ferred from $4 to $3. This action comes as 
a blow to Southern Railway, which holds 
59 per cent of the common and 50 per 
cent of the preferred stock. 


Ailas Utilities loses $50,000 annually 
through suspension of General Empire div- 
idends. 


4 Aluminum Industries 


To offset the smaller business which has 
come as a result of the curtailed demand 
for pistons in the automotive and aircraft 
fields, Aluminum Industries is extending 
its operations to Canada with the estab- 
lishment of a subsidiary, Permite Prod- 
ucts of Canada, Ltd. The headquarters 
of the new company will be located in 
Toronto and will handle all types of 
aluminum castings. 


Brillo Manufacturing earned only 14 cents 
in the first quarter but the directors declared 
the 15-cent quarterly dividend, anyway. 


4 Canadian Dredge & Dock “C” 


According to officials of Canadian Dredge 
& Dock, the prospects for 1932 are not 
without ‘‘real hope’’ because of the large 
contracts on the books and the fact that 
all seven of the company’s dredges are 
now in full operation. This has Jed them 
to believe that common dividends, sus- 
pended last November, may be resumed 
before the close of the year. 


Columbia Pictures has signed Adolphe 
Menjou for the ‘‘ Thatcher Colt’’ role in a 
series of Anthony Abbot detective features. 


4 Crowell Publishing —" 


Directors of Crowell Publishing meet this 
week to consider the continuance of the 
$3 annual dividend and they will have the 
following five months advertising lineage 
figures before them: 


—Five Months— Decrease 


Magazine: 1932 1931 % 


American Magazine 119,586 157,828 —24.0 
Collier’s Weekly ... 342,862 413.739 -17.1 
Country Home.... *44,647 *47,699 — 6.2 
Woman’s Home 

Companion... .. 218,643 233,321 — 6.0 


*First four months only. 


While these declines are not as large as 
those registered by similar publications, 
they indicate a distinctly downward trend, 
which should justify a reduction of the 
eurrent rate. Incidentally, Crowell has 
not yet published its annual report for 
1931. 


Fanny Farmer Candy Shops have omitted 
dividends on the common stock. Previously 
the stock was on a $1 annual basis. 


4 General Tire “C+” 
Indications are that any excise tax passed 
by Congress on casings and tubes will be 
passed on to the consumer. General Tire 
and several of the leaders of the tire in. 
dustry are now conferring on new sched- 
ules, representing an advance in price 
from 10 to 121% per cent. The levy of a 
tax may, in effect, stem the downward 
trend of tire prices and contribute to 
correcting one of the most unfavorable 
price situations in general industry. 


With all other chemical manufacturers re. 
ducing dividends, it is a relief to note that 
Heyden Chemical is maintaining its $1 
annual payment on common. 


4 Happiness Candy Stores “D+” 
Following the suit of its affiliates, Happi- 
ness Candy has also filed an action against 
Coca-Cola for damages of $2.2 millions, 
The complaint is practically the same as 
those previously filed by Pepsi-Cola, Loft 
and Mirror, claiming that Coca-Cola has 
“wilfully, wantonly, and maliciously” 
attempted to stop the sale of Pepsi-Cola. 


Indiana Service has omitted dividends on 
both its 6 per cent and 7 per cent preferred 
stocks to conserve its cash resources. 


4 Tron Fireman 
As part of its expansion program, Iron 
Fireman, manufacturer of a coal feeder 
for furnaces, has opened a branch in 
Japan through a wholly owned subsidiary. 
A new factory is being constructed to 
manufacture and assemble the apparatus. 
Nine dealers have already been signed up 
to distribute the equipment in Japan. 


In meeting the price cuts of other high 
quality shoe shops, I. Miller & Sons lost 
$1.4 million in the fourteen months ended 
February 28, 1932. 


4 Nehi Corp. “De 
A decision involving a complete account- 
ing and full settlement has been awarded 
to Nehi Corporation as the result of its 
suit charging infringement of trade 
mark and unfair competition by the 
Miller Becker Company because of its 
use of the trade-name, ‘‘Ace-Hy,” on 
a similar line of soft drinks. 


Starting July, the monthly dividend on 
Oahu Sugar will be 5 cents, instead of 10 
cents, as had previously been paid. 


4 Philip Morris Consolidated “Ct” 


Announcement that Philip Morris, Ltd. 
earned $1.20 a share in the fiscal year 
ended March 31, 1932, against $1.00 a 
share in the previous fiscal year, reflects 
the more favorable operations of Philip 
Morris Consolidated and the increased 
sales of its cigarette brands, ‘‘ Paul Jones’ 
and ‘‘Marlboro.’”’ Last week’s advance 
in the prices of the ‘‘big four” cigarettes 
by the cigar and drug store chains 18 4 
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constructive development for stimu- 
lating the sale of “Paul Jones” 20-for-10- 


cents brand. 


' Poor steel operations suggest reduction of 
dividend on common of Pittsburgh & Lake 


Erie Railroad. 
4 Owl Drug, Pfd. “D+” 


The offer of one share of Drug Incorpo- 
rated for each 2}4 shares of Owl Drug 
preferred is expected to conclude the liti- 
gation against United Drug, for the Owl 
Stockholders Association has approved 
the plan. The offer will continue until 
June 4, 1932, but may be extended, if 
United Drug so elects, to September 12, 


1932. 


The reorganization plan for Schutter-J ohn- 
son Candy as proposed by the directors has 
been approved by stockholders. 


4 Swift “C+” 
It is expected that it will take several 
months for Swift to dispose of its entire 
inventory of canned goods as ordered by 
the U. S. Supreme Court in its invalida- 
tion of the decree modification. The 
Court has not yet fixed a date by which 
time the packers’ present stocks of canned 
goods must be liquidated, and it has, 
therefore, been assumed by Swift officials 
that the company will be permitted to 
“eontinue marketing these products in an 
orderly manner as a matter of routine 
business.”” Hopes of the wholesale grocers 
to step in and buy these inventories ona 
distress basis appear unfounded. 


U. S. Lines new liner, S.S. Manhattan, 
will leave New York on her maiden 
voyage on August 10, 1932, almost two 
months ahead of schedule. 


A 


To the ‘President of a 
“Dividend-Paying 
Company— 


ANY of our one hundred 

thousand investor-readers 

are asking this question regarding 
your securities. 


Keep these potential stockholders 
advised of your dividend action 


Will Your Dividend Rate Be Maintained? 


by publishing your dividend 
notices in the advertising columns 
of Tue Financia Wor Lp. 


This is the logical way to 
create new stockholders in your 
company ! 


i 

4 Westfield Manufacturing “C” 
Although a profit has been shown by 
Westfield Manufacturing in each month 
during the first quarter of 1932, directors 
have decided to suspend dividends be- 
cause of slow collections. Sales of bicycles 
have been on the decline since early 
1930 and price cutting has tended to 
reduce the profit margin. 


The common stock of Benjamin Winter has 
been removed from listing on the Curb, 
No reason was given, 


Du Pont’s Dividend Reduction 


HE reduction in the du Pont dividend 

from $4 to $3 per annum by declara- 
tion of a quarterly payment of 75 cents, 
payable June 15, represented a more 
generous action by the directors than 
might have been anticipated from exami- 
nation of the current earnings status of 
the company. Du Pont is a widely diversi- 
fied chemical company, and in addition 
receives important income from its very 
substantial holdings of General Motors’ 
stock. This investment of nearly 10 mil- 
lion shares is equal to about 9/10 of a 
share for each share of du Pont common 
outstanding, so that every dollar per 
share paid in dividends by General 
Motors is equal to about 90 cents a share 
of revenue on du Pont common. 

Du Pont’s earnings by quarters over 
the past year may thus be broken down 
to show the amount of direct earnings 
from the chemical business and the reve- 
nue from the General Motors holdings. ; 


DU PONT’S EARNINGS 


Direct From : 
1931 Earns. G. M. Div. Total 
$0.33 $0.68 $1.01 
Third quarter. .... 0.54 0.68 1.22 
F quarter...... 0.43 0.68 1.11 
quarter 0.25 0.68 0.93 
He quarter....... 0.29 0.45 0.74 
md quarter..... *0,29 0.23 *0.52 
*Estimated 


MAY 25, 1932 


It may be noted that du Pont’s direct 
earnings are normally somewhat larger 
in the second and third quarters than in 
the first, and the above estimate of 29 
cents for the second quarter of this year 
may prove too low. However, it is ap- 
parent that current earnings will not 
support a $3 dividend rate and the yield 
at present prices of over 10 per cent 
appears to anticipate another reduction 
(perhaps to a $2 basis) even if General 
Motors maintains its $1 rate. Du Pont’s 
reduction from $4 to $3 may be considered 
to reflect the General Motors reduction 
in the first quarter from $3 to $2, leaving 
the General Motors cut to a $1 basis to be 
reflected in du Pont’s action in the third 
quarter. Du Pont’s financial strength 
would support partial dividend payments 
from surplus for some time, but the man- 
agement’s demonstrated conservatism in 
financial matters makes such a course 
problematic. 


Leaves Forbes 


ALTER DREY has resigned as vice- 

president and advertising director 
of Forbes Magazine to become vice-presi- 
dent of Cambridge Associates, Inc., 
Boston. Mr. Drey will make his head- 
quarters in New York City. 


DIVIDENDS 


Electric Bond and Share Company 


Common Stock Dividend 


Directors of Electric Bond and Share Company 
have declared a quarterly dividend of 144% on each 
share of Common Stock outstanding, payable 
(9/600ths of a share) in Common Stock of the Com- 
pany on July 15, 1932, to holders of record at the close 
of business on June 6, 1932. 


$6 and $5 Preferred Stock Dividends 


The regular quarterly dividends of $1.50 per share 
on the $6 Preferred Stock and $1.25 per share on the 
$5 Preferred Stock of the Company have been de- 
clared for payment on August 1, 1932, to stockholders 
of record at the close of business on July 5, 1932. 


A. C. RAY,. Treasurer. 


WARD BAKING 
CORPORATION 


New York, May 12, 1932 


A quarterly dividend of one percent 
(1%) on the Preferred Stock of this 
Corporation has been declared, pay- 
able on July 1, 1932, to stockholders 
of record at the close of business 
June 17, 1932. 


JOHN M. BARBER, Treasurer. 


E. I. DU PONT,.DE:NEMOURS & CO. 
‘Wilmington, Delaware, May 16, 1932. 


vali 
15, 1932, to stockholders of record Dt th 
on May 25, 1932; also dividend of $1.50 a share on the 
outstanding debenture stock of this Com 2 able 
on July 25, 1932, to stockholders of record a¢ the < close 
usiness on July 9, 1932. 

CHARLES COPELAND, Secretary. 


MERGENTHALER LINOTYPE CO. 
Brooklyn, N. Y., May 17, 1932. 
DIVIDEND NO. 146 


A dividend of Forty cents each of the 256,000 
shares of present outstanding of no par value of 
Mergensnelee Linotype Company- will be paid on June 
30, 1932, to the stockholders of record as they appear at 
the close of business on June 1, 1932. The Transfer Books 


will not be cl 
— W. W. WELSH, Secretary. 


UNDERWOOD ELLIOTT FISHER COMPANY. 


A dividend of $1.75 a share on the Preferred stock and 
a dividend of 25c a share on the Common stock of Under- 
wood Elliott Fisher Company will be payable June 30, 
1932, to stockholders of record at the close of business 
June 11, 1932. 
Transfer books will not be closed. 
C. 8. DUNCAN, Treasurer. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y- 


FROM ae 000 TO $250,000,000—One of America’s oldest utility groups 
has issued a booklet of 48 pages, in which is presented a description 
of the history and development of this prosperous corporation that 
came into existence in 1886 with assets of $8,000 worere Comstel. 
and that now has assets of over $250,000,000. Investors will find much 
of interest and value in this booklet. Copy may be had upon request. 


A DOLLAR-TALK THAT WILL MAKE DOLLARS TALK BACK— 
Is the title of a folder issued by a building and loan association which 
shows graphically the amounts of money you can accumulate over 
specific periods of time through systematic monthly ae This 
folder is of s interest to those who want to be financially inde- 
pendent in their advanced years. Your copy sent without obligation. 


PARTIAL oth yx why PLAN—A descriptive booklet of the plan for 
the purchase o ade listed securities is issued by an old estab- 
lished New peta a Exchange House, and may be had on request. 


USING THE PLOW IN INVESTMENT—A pamphlet describing 
an estate building plan by investment and reinvestment in the 
profit sh; bonds of one of the foremost industrial ing in- 
stitutions either by the partial posenens or full payment method. A 
copy may be obtained upon request 


PEOPLE’S GAS LIGHT & COKE CO.—The 1932 Year Book covers 

the activities of this company during 1931 and presents a condensed 

6 of 82 years of continuous gas service. It is full of interesting 

data on the usefulness of gas, is handsomely illustrated, and con- 

tains also a consolidated balance sheet which is of interest to all 
holu:rs of public utility securities. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
called ‘‘How To Get the Things You Want,’’ issued by one of the 
large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual’s special needs. 


INTERNATIONAL HYDRO-ELECTRIC SYSTEM—A detailed 
description, illustrated with epetoamegnnes of that public utility system 
that serves fifteen thousand square miles in five States of New 
aoees and three proviuces of Canada, with a total population of 

2,750,000, may be had on request. 


SERVING 9,000 COMMUNITIES—Is the title of the 26- illus- 
trated booklet published by Cities Service Company, w gives 
investors an interesting icture of the large field reed by this 
holding company’s subsi ies engaged in electric light and power, 
petroleum and natural gas industries. Included is a detailed state- 
ment of Cities Service mpany’s earnings over the past 20 years. 


YOU CAN HAVE AN INCOME AS LONG AS YOU LIVE—Is “ 

title of a booklet issued by one of the most prominent 
companies, that tells how a life annuity can be arranged to rots 
with any circumstances and ideas for future income. A copy may 
be had on request. 


A CHAIN OF SERVICE —Is the title of a new booklet which describes 
and illustrates the history and development of the Associated Gas & 
Electric Company System. Of parti value to anyone interested 
in public utility securities. 


*“*LET’S STOP BEING BOOBS!’’—Is the title of an unusual booklet, 
just published, which leaves fittle doubt as to the public’s attitude 
toward securities and the situation now existing in the stock market 
as compared to that of 1929. It also reveals profit opportunities. 
Copy may be had upon request. 


NEWS ON STOCK AND bulletin is issued 
periodically by one of the large “‘ ’ houses, and a sample copy 
may be had on request. 


INVESTMENT BULLETIN FOR SECOND QUARTER OF 1932— 

Issued by one of the prominent firms of investment bankers, presents 

a very interesting statement regarding the outlook for the future of 

industry, together with other material of importance to investors. 

Facts about attractive current offerings are also included. Copy 
obtainable for the asking. 


STATES wig OBLIGATIONS’’—One of 

he largest investment firms in the United States has pre- 

mont a@ special folder for the convenience of individual, institutional 

and corporate investors lis all issues of United States Govern- 

mont S obligations and.giving the salient features of each. A copy 
“may be obtained upon request. 


A SOUND INVESTMENT PROGRAM—Is the title of a booklet 
issued by a well-known investment counselor. Copy upon request. 


“STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR” 


—Is the title of a booklet just issued by a well-known Stock Exchange 
firm. Copy may be had on request. 


WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A FEDERAL RESERVE REPORTS, MEMBER bad KS 


(000,000’s omitted) Mayll May4 
Deposits—New York Cit ity $7,009 $6,029 $7,179 
Deposits—Outside New 10,215 «11,243 14197 
Loans on Securities—N.Y.C......... 1,845 1,908 3,119 
Loans on Sec.—Outside N. Y.G.. 3,132 3,155 

tInvestments—New York City....... ; 957 944 1 
investments —Outeide 2,322 2,328 2,673 
Total loans and discounts........ coos 21,717 11,842 5, 

Total net demand deposits........... ’ 11,082 3; 
Total time deposits... .. 5,709 :70 


tOther than U. S. Govt. securities. 


A WEEKLY BANK CLEARINGS 1932 1931 
(000,000 omitted) May 7 Apr. 30 May9 
New York City......... $3,868 $2,829 $5,719 
Outside of Now 2,013 1,820 2,873 
1932 1931 
A MISCELLANEOUS May1l May4 
‘Total brokers’ loans $438 $499 = $167] 
Federal reserve ratio (System)........ 65.6% 66.8% % 
Federal reserve ratio 54.6% 56.7% 
1932 1931 
May 7 Apr.30 

Total car 533,677 554,012 745,94 


932: 1931 

14 May 7 May 16 

Daily Av. Crude Oil Prod. (bbls. 7 Pe 237, 400 2,251,900 2,426,809 
W.H.) 1,436, 928 1,429,032 1,654,303 


Steel Output (% of capacity)..... 24% 24% 47% 
*Automobile Production CU S.A.). 44, 587 43,549 75,720 
*Cram’s Report. 
Par May 17 May19 er 17 May is 
$4.86 34 England... .$3.6614 $4.86 7/16] Coffee. ...$0.0814 $0.06 
1.00 Can. Dollar.88.50c  99.90c Copper... .05 09 
3.92c 3.91 8/36 Cotton.... .0565 091 
15 5.23 7/46] Flour..... 4. 4.70 
13.90 Belgium*...14.0244 13.91 Gasoline... .115 113 
23.82 Germany...23.88 23.81 % | Iron......14. 17.26 
14.069 Austria.....14.00 14.04% | Lead..... .03 03 % 
40.20 Holland. 40.57 40.17 Rubber... .0295 068 
26.80 Denmark...20.04 CL. - 1.22% 2.30 
26.80 Norway. 18.34 26.77 % | Silver..... .28% .... 
26.80 Sweden.. 18.62 26.80 % | Steel.....27.00 30.00 
49.85 Japan...... 31 49.37 yer. 
42.45 Argentinaf..25.19 31.18 037 235 
12.17 12.06 Zinc...22- 023 5 


*Belga. tPaper Peso. §May futures (old contracts), 
#Approximate; not yet fixed by law 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month, 
Week ended Same 
Apr 30 week Change 
EASTERN DISTRICT 1932 1931 % 


37,428 52,377. —28.6 
Chesapeake & Ohio. ............. 21,942. 28,412 —23.1 
Cleve., Cinn., Chicago & St. L..... 16,291 22,163 —26.6 
Delaware & Hudson 12,943 18,359 —29.0 
Delaware, Lackawanna & Western. 15,520 20,722 —25.0 
Norfolk & Western............ 16,420 22,195 —26.8 
New York, New Haven & Hartford. 22,627 29,321 —228 
New York Central... ........... 43,860 61,500 —28.6 
New York, nee & St. Louis..... 11,544 16,000 —27.8 
Pennsylvania. . 88,731 124,669 —28.8 
Pere Marquette. 7,894 11,140 —29.2 
28,105 39,318 —28.5 
Western 6,341 7,959 —20.2 
SOUTHERN DISTRICT 

Atlantic Coast Line. 11,880 18,176 —34.6 
Illinois Central. .... 23,600 33,496 —29.2 
Louisville & Nashville............ 17,036 26,651 —36.0 
Seaboard Air 10,384 14,834 —30.0 


Southern Ry. System... 28,779 405512 
NORTHWEST DISTRICT 


Chicago & Grea 4,534 5,726 
Chi., . St. & Pacific. 22,038 30,702 —28.2 
Chicago & Northwestern......... 27,340 39,954 —314 
Great Northern.............. 8,786 12,888 —31.8 
Northern Pacific. 9,961 12,285 —18.9 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe...... 22,592 29,660 -238 
Chicago, Burlington & Quincy... .. 18,940 26 ,228 -2778 
Chicago, Rock Island & Pacific... .. 17,777 25,121 
Chicago & Eastern Illinois......... 3,724 5,499 32.4 
Denver & Rio Grande Western... .. 3,466 4,372 
Southern Pacific................. 17,732 23,713 25.0 
Western Pacific............. 2,869 3.257 
SOUTHWESTERN DISTRICT . 
Kansas City Southern.......... 2,638 4,721 
Missouri-Kansas-Texas........... 7,026 8,072 
Missouri 18,526 27,220 
St. Louis-San Francisco........... 14,060 
St. Louis-Southwestern........... 3,162 4,855 


(Compiled from American Railway Association figures) 
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Investors Should Keep These 
Facts Mind 


PLEASE SHOW THIS TO SOME INVESTOR FRIEND 


INANCIAL WORLD subscribers during 
the coming 12 months will be greatly 
aided by a number of analyses which will 

help them to sense the undercurrent of business 
and markets and be prepared to act promptly on 
developing opportunities as they come to light. 

The conservative New York Evening Post 
wrote editorially a few weeks ago: “‘There are 
unquestionably many great corporations whose 
securities are now at such low levels that, for 
those who can wait, enormous profits are to be 
made by buying them at present prices. No bet- 
ter service could be rendered toward the restora- 
tion of general prosperity than the dissemina- 
tion of sound information and sound opinion 
concerning the opportunities that the existing 
situation offers for profitable investment.” 

Tue Financiat Wortp with the various sub- 
sidiary services which are afforded to yearly 
subscribers will continue, as it has been doing, 
to disseminate sound information and sound 
opinions which should help the investor in 
profiting most when business recovery comes. 

It is encouraging to note that a growing num- 
ber of the country’s keenest thinkers who were 
highly pessimistic in 1929 are seeing more and 
more visible signs that business and market are 
somewhere near bottom. Just as in 1929 security 
prices had lost all rational relation to values, so 
in 1932 they are as absurdly undervalued by 
unreasoning fear as they were overvalued by the 


unrestrained greed of a speculation maddened 
multitude. 

If you send in your subscription at once, you 
will receive reprints of various recent articles 
from Tue Financiat Wortp in which the out- 
standing speculative as well as investment com- 
mon stocks have been pointed out by our editors. 

The value of Taz Financiat Wor :p is recog- 
nized not only by thousands of successful Ameri- 
can investors but also by investors all over the 
world. Among the many tributes received from 
foreign subscribers, we were especially pleased 
to receive under date of April 14, the following 
letter from—Sir Oliver Duncan, 86 Portland 
Place, London W1, England. 


“I would like to take this opportunity of ex- 
pressing my extreme appreciation for the valuable 
information and advice contained in your col- 
umns, and to state, that though I am a subscriber 
to most of the publications issued relating to 
financial matters in the U. S. A., there is none 
other to which I attach an equal importance and 
value.” 


Even with to-day’s low prices for everything, 
our subscription is a wonderful bargain and 
especially when you consider how much it can 
make and save for you by keeping you financially 
informed in the uncertain months ahead. False 
economy is always rank extravagance. Why 
delay another month before you subscribe? 


THIS ATTRACTIVE OFFER EXPIRES JUNE 20TH—ORDER NOW 


THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 
Here is my check for $10.00 in full payment of the following special offer: 


{a} 52 weekly issues of The Financial World. {Canadian and Foreign $2 extra.} 
{b} 12 monthly editions of “Independent Appraisals of Listed Stocks,” a condensed manual of vital investment 


data and ratings on 1350 stocks. 


{c} Free privilege of writing for advice several times each month by enclosing a stamped, self addressed envelope 


with each inquiry. 


{d} Reprint of an Analysis of An Attractive Low Priced Security which several years ago sold above $150. 
fe} Reprints of at least six outstanding articles from previous issues. {Some of these contain specific speculative 


and investment recommendations. 


THE SCHWEINLER PRESS, NEW YORK 
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Don’t remove the moisture. 
proof wrapping from your 
package of Camels afte 
you open it. The Camel 
Humidor Pack is protection 
against perfume and pow- 
der odors, dust and germs, 
In offices and homes, even 
in the dry atmosphere of 
artificial heat, the Camel 
Humidor Pack can be 
depended upon to deliver 
fresh Camels every time 


She smokes FRESH cigarettes 


--. not parched or toasted 


wee you buy Camels you get fresh 
cigarettes. That’s why women particularly 


prefer them. 


Cool, refreshing smoke that is mild all the 
way down, with no trace of parch or bite to 
sting the tongue or rasp the throat. 


That’s because Camels are made right and 
kept right. 

Made of choice Turkish and sun-ripened 
Domestic tobaccos that are properly condi- 
tioned; that contain just the right amount of 
natural moisture. 


CAMELS 


Made FRESH — Kept FRESH 
© 1932, R. J. Reynolds Tobacco Company 


Kept in factory-prime condition until they reach 


the smoker by the air-sealed, Camel Humidor 
Pack. 


The select tobaccos that go to make up your 
Camels are never parched or toasted. 


The Reynolds method of scientifically apply- 
ing heat guarantees against that. 


If you’ve never experienced the delight of 
a cigarette that has never been parched or 
toasted switch to Camels, then leave them — 


if you can. 
if y = R. J. REYNOLDS TOBACCO COMPANY 


Winston-Salem, N. C. 


“Are you Listenin’ ?” 

R. J. REYNOLDS TOBACCO COMPANY’S 
COAST-TO-COAST RADIO PROGRAMS 
Camel Quarter Hour 
Columbia Broadcasting System 
Prince Albert Quarter Hour 
National Broadcasting Company Red Network 
See radio page of local newspaper for time 
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